CA2ALZ | a a 
S4¢N ARE os 


Ve /32 








wT 
The Province of Alberta 





THE ROYAL COMMISSION ON METROPOLITAN 
DEVELOPMENT 
OF EDMONTON AND CALGARY 


DR. G. FRED McNALLY, 
(Chairman) 


G. M. BLACKSTOCK, Esq., Q.C. 
PERCY G. DAVIES, Esq., Q.C. 
IVAN C. ROBISON, Esq. 
CHARLES P. HAYES, Esq. 


DR. H. B. MAYO 


(Consulting Economist) 


Wm. McGRUTHER, Esq. 


(Commission Secretary) 


PROCEEDINGS 


Che Court Bouse 


EDMONTON = ALBERTA 





SUPREME COURT REPORTERS, EDMONTON 


























VOLUME 33 


February 22nd, Less s 


WITNESSES : 


3 eo MacDonald 


Examination by Mr. kobison .......... 1082 
Examination by Mr. Davies .......... e 4109 
Examination by Mr. Robison ....... bipay see oi iyb 
Examination by Mr. Davies ........., ee A 
Examination by Mr. Robison Sear eerie pte ale alt 
Examination by Mr. Davies .........., rcs fd 


Mr. Brownlee quotes from The Excise 
Tax Act enone ew) e!'O 6 8 O16 a eis heretate eo bie se 6 Lh1h5 


J. A. MacDonald 


Examination by Mr. Blackstock ....... 4146 
Bxemination by Mr. Moffat ...sc<cecec 4150 
Examination by Mr. Hayes ....e..se0s. 4164 
Examination by Mr. Brownlee ......... 4176 
Examination by Mr. Moffat ........... 4182 


PRE COMA ee. wate’ les 6 Ovis'si4-6 eens a ehea toe 


* md a, 


eS 
bal 


ad a 
=a ST 
aa oe 
“ : : 


& 
T 
ao 
' 


> 
‘> 


= 
~ 
& 





192E 


1935 


VOLUME 33 
February cend, 1955. 


BAHIBITS 


Description Filed At 


otatement of the Frovincial 

Government Properties Included 

in the Grants under the Crown 

Property Municipal Grants Act ...s..6. 4085 


Analysis of 1954 Assessment Roll 
Wore rie eu lines, at. L00% Value ...<. 4150 


Capital Estimates of the City of 
PRO, Cre ewe ts fete cietanet reve ery ise lyl tieceisioie bey es! e'ers) tuo 


__ iwtonbvet® = 
offen Rat Prk i 
ene v4) sobre Sore 
“a. 3 tue’ Lae bosauea a: ape 


i : eX 
el to aie ee 


eat Pia ase 
; fs 7 
a 7 
iA 247 ited latire 
pe nouns 


ARP 150 + oe eee See ia 


a 


sien 


l 


nae ar 





5-D-1 
Je A, MacDonald - Robison Ex. 


THE 
MR. 


THE 


MR e 
THE 


MR « 


- 4082 = 


THE SITTINGS OF THE ROYAL 
COMMISSION ON METROPOLITAN 
DEVELOPMENT OF CALGARY AND 
KDMONTON, held at the Court 
House, Edmonton, Alberta, 

on Tuesday, the 22nd day of 
peuruary, A.D. 1955, at 96h acm. 





CHAIRMAN: Yes, Mr. Garside? 

GARSIDE: Mr. Chairman, in connection with the list 
of money by-laws that was filed with you the other 
day, Commissioner Robison asked to be put on this 
list the eligible number of burgesses in each case. 
I have had that done, sir, and this can be substituted. 
CHAIRMAN: Mr. Garside, is this a new exhibit or is 
it related to one we have had? 

GARSIDE: No, it is related to 183. 

CHAIRMAN: What is the number Mr. Garside? 

GARSIDE: 183. 

CHAIRMAN; 183, oh, yes. 

ROBISON: Oh, we are just substituting this one 
anes one 

GARS IDE; Yes. 

CHAIRMAN: That*’s right, thank you Mr. Garside. 

Now, if you have got your breath, Mr. MacDonald. 
MacDONALD:; Yes. 


J. A, MacDONALD, recalled on his former oath, examined 


by Mr. Robison, testified as follows: 

Well, are you ready to go in to action, Mr. MacDonald? 
Mr. MacDonald, one of my colleagues has expressed 

interest in a matter, and I am wondering if you can 

give us some information along this line. He would 


like to see the history, say during the last 15 years 
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(Cont.) of the assessment and mill rate and taxation 
on a plant like Swifts. Is it possible to get that 
Lome youricard? 
Well, we would have to prepare it to some extent 
because it is on annual records. 
Yes. 
But we could get that quite promptly. 
Can you get that? 
Yes, sir, sometime today. 
All right, and take -- 
There might be one difficulty with a plant such as 
Swifts, because it has been constantly added to and 
extended very substantially over the years. Ame 
wouldn't reflect any change of value for assessment 
purposes. The principal change in the assessment 
would be due to improvements made to the plant. 
Would it be possible to pick out a plant that had 
not had any substantial changes, a large plant? 
Not a packing plant, because they were all substantially 
extended during the war. 
Well, what about, say the Woodward's store then? 
Well, it actually is a poorer example. It is now 
three times the size that it was in 1940. 
Well, you pick out an example. 
CHAIRMAN: Johnstone Walker's? 
Well, up until last year Johnstone Walker's would be 
an example. 
MR. ROBISON: All right, say Johnstone and Walker, 
could you give us that then? 


Yes. Actually the picture wouldn't be very complicated, 


Digitized by the Internet Archive 
in 2021 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


https://archive.org/details/ableg_33398002073186_0 
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(Cont.) because the same assessment was in existence 
from 1934 to 19149, so that practically the same mill 
rate applied during all those years. 
Well, 1. you will Just give us a memo on that. 
Yes. 
Is there a building down there called the Empire 
Block on Jasper? 
168. 
Could you let us have the detail on that, would that 
be of interest along that line? 
Yes, there has been relatively little change in that 
building. 
If you can give us that, and also if you can pick 
out two or three representative older type residences, 
possibly two or three Storey, maybe multiple occupancy 
in yee section and some further out just to 
Show what has happened in the last 15 years. One 
of my colleagues would like that information. 

Now, do you know, Mr. MacDonald, the 
statutory authority, or by what order a grant is 
paid in lieu of taxes on the liquor properties? 
MOFFAT: I have that as an exhibit here this 
morning if you wish to file it. I thought that at 
the time it is filed I would make a short statement 
in explanation, but maybe if you propose to ask some 
questions about it we should file the exhibit. 
MR. ROBISON: Well, let's clear it up now while we 
are at it. 
MOFFAT: And then we will have it on the record 


at the time. 
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MR. ROBISON: Yes, go ahead. 

MR. MOFFAT: This is the statement of the Provincial 
Government properties which are included in the 
grants made under the Crown Property Municipal Grants 
Act, and in fact it is the liquor stores and nothing 
else. 

THE CHAIRMANs 191 is it, Mr. McGruther? 

MR. MOFFAT: It would be 191. 

STATEMENT OF THE PROVINCIAL GOVERNMENT 
PROPERTIES INCLUDED IN THE GRANTS UNDER 
THE CROWN PROPERTY MUNICIPAL GRANTS ACT 
AS DESCRIBED IS ENTHRED AND MARKED 
EXHIBIT 19145. 

MR. DAVIES: Mr. Moffat, does an exhibit like that 
show that the building is actually assessed by the 
city like any other commercial building in the city, 
and then how much, how the computation is made? 

MR. MOFFAT: Yeo, 1b8is on there. 

Now, the explanation which I wish to give is 
with respect to the Federal property material. 
Whether you wish to have it now or leave it over. 

THE CHAIRMAN: This is a second exhibit? 

MR. MOFFAT: No, there is no exhibit. I propose to 
give a little explanation. 

MR. ROBISON: I would say go ahead at this time and keep 
it together. 

MR. MOFFAT: On the basis of a discussion with 
Mr. Pollock ie assistant assessment Commissioner 
and to a lesser extent with Mr. MacDonald I 
obtained this information, that with respect to 
Federal property at the present time there is no 
payment which is truly comparable to these payments 


from the Province. On the other hand, there are 
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MR. MOFFAT; (Cont.) a number of Crown corporations owned 

and controlled by the Federal Government where taxes 
are paid, but nothing is being paid in lieu of taxes 
on property where the title is actully in the name 
of Her Majesty in the right of the Federal Government. 

Now, with respect to the Crown corporations, 
the C.N.R. is paying 100%, the normal rates on normal 
assessments. So is Central Housing and Mortgage on 
the projects which they have as to housing projects. 
The Canadian Government Elevator is paying 50% on 
the normal taxes. The C.B.C. is paying approximately 
50% on a very small property which they own, it is 
just one house so it is of no real significance. 
Now, those apparently are the only grants. 

In addition to that, arrangements have 
just recently been made with the Air Force under 
which the Air Force will build a school. It is not 
a grant to the city or grant to the School Board, it 
is an actual construction contract on which they pay 
the expenses of the building the school, and when it 
is completed they will turn it over to the Public 
School Board to administer and operate, and will pay 
the costs of operation when it is put to work, and 
it will be then used to provide the education for 
the children of the Air Force families. 

Now, as I say, none of these are truly 
comparable to the kind of thing that is being done 
in the case of the liquor stores, but they either 
represent revenue coming to the city or a savings 


of expenditures which the city would otherwise have 
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MR. MOFFAT: (Cont.) had to meet. 

MR. ROBISON: Thank you, Mr. Moffat. 

Dl. HARRIES 3 Mr. Chairman, there is one point in 
connection with Mr. Moffat's statement, that C.M.H.4. 
pay full taxes on their property. I wondered if 
that applied in connection with certain wartime units 
on which there is a ceiling, or tax agreement? 

MR. MOFFAT: That tax agreement was a five year agreement, 
and it has just expired recently, and the new arrangement 
is not completely finalized, but the plan is that 
they will pay full taxes from here on. Now, IL 
don’t believe that the new agreement is completed 
yet, but there was this five year agreement which they 
had a ceiling on their taxes on the wartime property, 
and that five year period expired, I believe last 
year, and I say, this year it is coming into some 
new arrangement under which the plan is to go ona 
full tax basis. 

MR. ROBISON: Well, a lot of those properties are being 
purchased by the people themselves, a very high 
percentage. 

MR. MOFFAT: Yes, that's true. They are moving as 
rapidly as possible in selling the property, but 
there are a few properties in the nature of multiple 
housing units where that can't happen. 

MR. ROBISON: Yes. Now, I don’t know if any of my 
colleagues want to ask any questions right at this 
point or not. 

MR. DAVIES: The only question I want to ask of Mr. 
Moffat in respect to Exhibit 191E that you just filed, 


am I to assume that the last column indicates exactly 
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DAVIES: (Cont.) what the Government pays on this 
property without, in the way of taxation without 
reference to improvements? 
MOFFAT: As I understand it, yes. Mr. MacDonald 
could -- 
You mean local improvements? 
DAVIES: On the $19,017.99, am I correct in assuming 
that the Provincial Government is paying that much 
tax to the City of Edmonton on the liquor store 
property? 
That's correct. 
DAVIES » Thank you. 
ROBISON: Of course, the obvious question that one 
might ask oneself at this point is, why other 
commercial enterprises of the Provincial Government 
Should not be treated on the same basis. 
Well, when this Act was put into effect, it appeared 
to include all Grown corporations such as the 
Treasury Branch and so on, 
Yes. 
We got a direction from the Government stating that 
this Act, although it apparently covered other things, 
only covered the liquor properties, and that was all 
that we were entitled to make a grant for. 
Is that an order-in-council, do you know? 
I don*t recall exactly the circumstances or the 
definition of it, but it came along with the Act 
when it was passed. 
It did? 


Yes, I believe it was the Minister's order defining 
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(Cont.) what was a Crown corporation for the purposes 
of the Act. 
DAVIES: Mr. MacDonald, outside of Government 
buildings, what we understand as Government buildings, 
the other principal properties of the Province I 
assume would be the Treasury Branches, and for example 
the Alberta Government Telephone buildings? 
Yes, sir. And the insurance -- 
MR. ROBISON: Insurance offices? 
-- offices. 
DAVIES: Which would reasonably be presumed to 
be business enterprises? 
We thought so when the Act was put into -- 
ROBISON 3 It occurs to me that possibly we should 
have a copy of that Act and the Minister's order, 
Probably we can get it through our secretary. 
CHAIRMAN; Mr. Brownlee? 
BROWNLEE: I wondered if I might ask Mr. MacDonald 
if there was a business tax in connection with this? 
No, the business tax was excluded, it was expressly 
excluded I believe from the Act. It merely applied 
to realty taxes. 
ROBISON: And that included the liquor store? 
Yess 
ROBISON: All right, 

Mr, MacDonald, yesterday you mentioned the 
Ontario Assessment Act and quoted, as I remember 
from Section 17, subsection -~ I have forgotten the 
subsection. In any case -- 

I believe it was Section 4, subsection 17. 
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(Cont.) brought to the attention of this Commission 
by Mr. Carl Goldenberg as I recollect. 
With regard to the exemption of fixed machinery used 
for manufacturing purposes. 
That's right. Now, you had occasion to talk it over 
with Mr. Gray of Toronto, the Assessment Commissioner, 
and do I understand that there has been considerable 
litigation under that section? 
Yes, yes, very large number of cases, I don't know how 
many, but there has over the years been a large number 
of cases in attempting to define what is constituted 
as fixed machinery for manufacturing purposes. 
Well, I have promised myself if I could ever talk 
to Mr. Gray I would like to ask him, because I have 
heard that there has been considerable difficulty in 
Ontario under that section, and it appears that no 
matter how we define these matters we have litigation. 
What is your judgment, Mr. MacDonald, would a section 
such as that in this province be of advantage in your 
opinion? 
Definitely not. The assessment of property, whether 
it constitutes structures which are used for manu- 
facturing purposes or not, represent a capital 
investment, a property value which I feel should be 
assessable. Certainly the exemption of machinery used 
for manufacturing purposes, particularly when that 
is very difficult to define, means that.various types 
of industry would get varying amounts of exemption 
depending on the type of installation they have. 


In investigating, for instance refinery property it 
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A  (Cont.) is conceivable that the whole installation 
could be considered as fixed machinery used for 
manufacturing purposes. Their buildings, as such 
are purely incidental, and here are merely caused 
because of the climate. In other locations they 
actually have no buildings, as such at all. Other 
manufacturing processes require quite substantial 
buildings and less of the machinery, the fixed machinery 
used for manufacturing purposes. Therefore, the 
exemption allowed to manufacturing would vary very 
substantially, and another point that seems to me 
to be logical to consider here, is that in any 
manufacturing process the more machinery that they 
have, the more actual plant they have, the more 
economic the operation would be because buildings 
in themselves are not productive, therefore you 
could, the more efficient a plant was, the more fixed 
machinery they had the less assessment they would 
have, but the more economic operation a plant would 
be. 

Q Well, assume that the Canadian Chemical plant, for 
example was inside the city limits and you were 
assessing that plant, how would you approach the 
machinery used in the manufacturing in that plant? 

A Well, I haven't inspected the plant and I am not 
familiar with the character of the installations 
that are in it. 

Q Well, have you seen those long lines of knitting 
or machines, I don't know whether that's what they 
call that. 


A No. 
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Q Fixed on cement or concrete? 

A Well, as Mr. Blackstock, I believe pointed out, 
the definition in the Act is very broad. 

That's right. 

A And taken to the full extent of that wording, I would 
think that a very substantial portion of it would be 
assessable under our present definition. 

Q Well, have you any knowledge under that section, have 
you any personal knowledge that there are other 
jurisdictions in this province, urban who are not, 
who are not assessing assets of that kind and are 
giving a very, very liberal interpretation? 

A Yes, I have that knowledge, although this Act, having 
come into effect very recently and having, not having 
been defined in appeal to, any further than the appeals 
which I have already quoted, the tendency is to say 
that the intent of this Act was to continue the 
Situation as it was before the Act came into effect. 
As I have said in my brief, the new Act appears to 
broaden very substantially the basis of assessment 
of that type of construction. 

Q Well, do you not see some difficulty in the fact that 
one assessment department of one jurisdiction will view 
assets of that kind altogether differently from another? 

A That is why I have suggested in my brief that the Act 
be defined more precisely. 

Q In that case it may not be fair to an area where the 
location of an industry is of importance? 

A Well, I think it should be defined for all concerned. 

Q Well, would you say that where a city indicates to 


a prospective industry that they are going to take a 
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Q (Cont.) very liberal view of that section, vis-a-vis 
another jurisdiction, would you say that is fair? 

A Well, I know of only one place which has adopted 
that interpretation of the Act, and it appeared to 
be brought here from Ontario, and the tendency was to 
exempt machinery such as is defined in the Ontario 
Act. 

it 

Q Well, letts put /this way: I think it is extremely 
important; suppose that the assessment department 
of the City of Calgary was taking a very very liberal 
view of this, and your department was taking the 
other view of it, and the matter of interest of a 
large industrial concern was tax assessment and taxes, 
andthey'repersuaded to go to the Calgary area because 
of the, what they learn with respect to the assessment 
methods, do you feel that that is, that that is fair 
or in the best interests of this province? 

A Well, of course, you have to presuppose that the Act 
is going to be applied by the assessor to the best 
OL Nis ab Lity. 

Q Well, that is the point, he may say it is being 
applied to the best of his ability, when in fact he 
is taking a very liberal view, and the object of 
enticing concerns to enter his area, now that has 
happened, has it not? 

A No, I don*tt know of that being a fact, no. 

Q You don't. It could happen, I will put it that way 
then? 

A Well, as long as the Act reads as it does, then the 
plants regardless of what the assessor in the current 


period might do are always subjected to the interpretation 
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icenun) of that Act. 
That's right. 


The policy can change very quickly. 


OH f- ODO & 


That's why you have suggested that it be tidied up 

a bit? 

A Well, it certainly should be better defined than it 
LS. 

Q Yes. Now, just carrying on with that, what would 
you do in the City of Kdmonton were you to assess 
the Canadian Chemical plant, have you any idea as 
to the quantum which you would come up with? 

A I haven't investigated the construction of the plant 
or the details involved, put we did find in the 
refinery that in our interpretation, and it is, 
as I have stated, quite reasonable, we would assess 
about 60% of the total installation. 

Q Have you read the judgments of the Alberta Assessment 
Commission on Canadian Chemicals plant andthe C.I.L.'s 
plant? 

A Yes. 

Q How far would you feel bound by those decisions and 
the interpretations there were you to be assessing 
those plants within the city limits now? 

A Well, the factors which were considered are Similar 

to the considerations we would give in the city. 

There is a section in the City Act which requires the 

consideration of any factors which affect the value. 

I didn't quote that section in my brief, but I could 

give you the reference to it. 
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A It is 464, Section 464, paragraph 1, "For the 
better determining the value of a building or 
other improvement for assessment purposes it is 
hereby declared that the cost thereof is only one 
of the matters which shall be considered in this 
connection, and if it is found that a building or 
other improvement either because of its condition 
as to repair or of its inappropriateness to its 
location or because of any other circumstances 
affecting its value increases the value of the land 
by less than the cost of the building or the cost 
of replacing it such less sum shall be the amount 
of the assessment of the building." Which is 
very broad, but it does cover any other factor which 
affects the value. 

Q Ltave often thought that is another section that 
could be rewritten from the point of view of greater 
Clarity. 

Well, now, I refer you to the assessment 
manual and to this judgment in particular, I must 
confess that I have some difficulty with the Canadian 
Chemical's judgment, and I think it is an important 
matter. On page 9 of the Assessment manual under 
manufacturing units, Mr. MacDonald it states as follows, 
and quoting, “He also may", that is the assessor, 
"where it is clearly evident that during the initial 
stages of operation production is considerably below 
normal make an allowance for operational or economic 
obsolescence, and on page 10 of the judgment, the 


Commission says, and quoting, "These terms also", 
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Q (Cont.) referring to economic obsolescence and 
functional obsolescence, "Are not recognized in 
standard texts, but they do carry their own definitions 
in the manual and they are duly authorized as proper 
allowances" and then the: Commission went on under 
the heading, Special Allowances on page 10 to make 
a deduction of 25% obsolescence allowed for one 
year’s operation due to market conditions. That*s 
where I have my difficulty, the only way I can 
understand it is that they have introduced a new 
concept. This is what I want to ask you, this 
operational obsolescence, are you familiar with that 
concept? 

A I have read about it in the manual. 

Q In this manual, have you ever read about it in any 
other manual? 

A No. 

Q Well, then, how would you take into affect, give 
effect to this matter of an operation being poor due 
to, owing to poor market conditions. Supposing 
that plant was brought into the city, that next 
year the operations were poor again, shall we say 
due to world wide conditions, export markets, how 
would you give effect to this so called operational 
obsolescence that is mentioned in the manual on page 9? 

A. Well, “P'find it very hard to conceive that there is 
any obsolescence in a plant which was just completed 
a year ago. 

G “SwanorL. 


A It might have some difficulty selling its products, 
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A (Cont.) but there certainly is no obsolescence in 
that plant itself, at least it would be a very poorly 
designed plant if it became obsolete in a year. 

Q Well, would you think it necessary to give some 
consideration to the poor market conditions without 
calling it obsolescence? 

A - Well, it seems to me that there is a little confusion 
in these two judgments between normal start of 
production in a new plant and economic conditions in 
the general market for their product. 

Q Wes. 

A Any business, or any manufacturing operation must 
anticipate, and certainly does anticipate having to — 
develop the use of their plant over a period of time. 
There is no provision, and Il have never seen it 
established that the assessment should reflect that 
difficulty in getting into operation. We have quite 
a number of examples of that in the city where people 
expend their facilities and naturally take time to 
extend the market for those services that they are 
providing . 

Q But you don’t have to take account of ica. your 
assessment? 

A No, and there has been no suggestion in the many, 
many cases which have arisen here that that should be 
the case. There is one case which I think is very 
graphic, is in the case of a garment manufacturer here 
in town who built a plant with facilities, l would 
say at least three times what they had previously; 


admittedly continuing to do the same amount of production 


voiowleeo sitg.lce el stadé gene ain OP Bt 


-omis To boitay & *rano0' Faéla ah6d2 io’ een, 


“zoe = lit aia chi & te 2 co stun a 


. hL 
atta ved Bi  Witstego, otk Bpakizen ws roti 





nl soasoboloe (fo, Ya 


< 


100g Wiser £ ud bi view oe poy ta 
bie 


yy, 
SNK 2. are od Yreegeosir: ti ‘Nat 


pro, 
rs 
































— 


‘tage 2 be ateloe sd 2 tits 
fi ° - 

p a 
i 4) eG ar 
, * e ra Le 
luotcin’ aaoidipnaoc teva 100g. eit pt NOSE £ 
n _ 

os J - - 

“nonbokete dbs a 


oe a 
va} 7 


. 
..‘* 
‘ee 


e = ; 
le dyacts Lanion saewied aznenshur ow : 
7 


nz anéitibaos ocsiotooe bag dosin Wo B ‘aa 


e 


ee 
~ 


nived ocrciotine esob vintatras: 


Ji Noh Tevan eyed | bas eho tatverxg Ou abs 


eo aoe 


sit tosliss fluadé.thamedecsa end Seng podatide 


gie¢. si1ene wits | ar Peder to feta hated ee) *9 ie 
Tr 
- pa Te a - _ 
Od (simi G3 viletcisa Bas seater rises ‘thant E mit 
; a — 
Te i aT a ts e€ C% & 7,‘ a ; ee) . ty a PA - eit aft Be — 98K 


. i 2 | sot 


Penh wes 


me of Yo. tic woe tae tT G4 my eit a WON, td 


: ape ai 
awe wee. 


q VERS artic ~CuvcougRie Of ned age 


oo 


* Ie 
ef Livode ded? teddy aget itmetas svn a pes @ 





Fee 8 \ . a 
view el Anidg I ilodtiw sees ean = ot va 
a 


_ 


bya 2 eee Liat atte, sodl 

: rc mT 0. we, 
caudate lel 
Beer eres fd hi Wh Pb 
ibd ff Yoo vai see ah 


At it 














5=D=17 
Je A. MacDonald - Robison Ex, 
- L098 - 

A (Cont.) from the start in the new plant and had to 
expand their market to JUStiMy Le: They are paying 
S rena dior that plant. It is a long term lease 
purchase agreement, but taking the building itself, 
the installation, the revenue is coming to the people 
who put up the capital for the building, and the 
building is economically sound. The operators are 
in a position of tenants and certainly they are not 
paying any less rent in the first year because they 
are not doing the business, Their costsof occupancy 
are just as substantial including the taxes. 

Q Well, you as a city assessor are not bound by this 
assessment manual? 

A No. 

Q Therefore, were the boundaries enlarged and these 
plants brought in, you wouldn't necessarily be bound 
by this decision then, because it takes factors 
into consideration that are not applicable in the city, 
is that correct? 

A Well, I don't know that it takes factors, we are required 
to consider all factors that have a bearing on the value 
of the property for assessment purposes, 

Q Well, I am referring to this so called operational 
obsolescence. 

A I don't see that there is any principle established 
as to how it could be applied. 

Q Well, it is, as I see it it is in the manual, and 
the Assessment Department outside the cities are 
bound by this manual according to the judgments. 


A I dare say the only answer to that is to have sufficient 
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(Cont.) appeals and judgments setting out the 
principle to be followed so that they have some 
direction. 
Yese Well, apparently we are both in agreement on 
that. 
BLACKS TOCK3 I can remember a case, Mr. MacDonald, 
a case of a flour mill where we were able to demonstrate 
through chartered accountants that the business of 
the mill was actually being run at a loss year after 
year. Now, would you give any effect to that ala 
you were assessing that mill? 
Definitely. 
BLACKS TOCK é And if there was a loss why should 
they be assessed at all? On what principle would 
you recognize that position? 
Well, most assessing authorities recognize the 
various factors to some degree. The .basis of the 
assessment is not the net profit or the loss as 
the case may be, but it is a factor, and an analysis 
of that loss which is incurred year after year would 
indicate that there was either something wrong with 
the plant; there could be something wrong with the 
operators of the plant, which of course shouldnt 
be given consideration. There must be something 
behind that loss year after year. 
BLACKS TOCK ¢ Wouldn't the proper place to give 
effect to that be the business tax? 
Well, of course, the business tax would reflect the 
use of the plant. The suggestion in the Chemical 


plant is that there is quite a portion of it which 
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MR. 


~ 4100 - 
(Cont.) is built for future expansion and is not 
in operation at the present time. Where there is 
a part of a plant which is not in use, and definitely 
will not be in use during the assessment year for 
business tax, why, the business assessment is 
considered accordingly. 
ROBISONS Ihave a little difficulty in following 
you there, your answer to Mr, Blackstock, Mr. MacDonal 
because of the management. You may have the question 
in loss for a year of poor management, ineffective 
Operation; how can an assessor take matters of that 
kind into consideration? You may have two properties 
of the. same kind, one properly managed and the other 
improperly managed, one coming up with a loss and 
the other coming up with a profit, now, how can an 
assessor -- 
I suggest that if it was a loss due to management, 
I suggest it wouldn't be recognized in the assessment 
When you get into that field I suggest the assessor 
is, it seems to me is taking in a lot of scope? 
Well, I am considering it as though assessment was 
put on the plant on the proper basis, similar to 
other plants, and the company felt that the taxes 
were, or the assessment was not fair and proper, 
and on appeal brought forward certain information 
which would be considered or possibly brought it befor- 
the assessor before the matter went to appeal. 
Would you agree, Mr. MacDonald that in practice, 


Assessment Departments are inclined to indulge 


aly 


in fictional activities, for example, they know a plant 
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Q (Cont.) is not doing too well, or they have a large 
block of land and they apply this so called non- 
use factors? It seems to me, would you say that 
sometimes they get into an area or arena of fiction? 

A We certainly would never feel that we did. 

Q You wouldn't agree with that? 

A Definitely not. 

Q Well, let*s not pursue it then. 

MR. BLACKSTOCK: Not in Edmonton. 

MR. ROBISON: Not in Hdmonton. Well, I must confess 
that I have seen enough evidence of this sort of 
thing that it puzzles me. 

Does anybody else want to ask any questions 
on these plants, because I'm going on to something 
elst at the moment? All right. 

By the way, do you know of any other terms 
describing obsolescence other than functional or 


economic in classical appraisal terminology? 


A No. 

Q Just the two? 

A Yes. 

Q Mr. MacDonald -- 

A I believe you could add physical which is actually 
functional, physical operation of the plant. 

0) Well, one is interior and the other is exterior? 


A That's right. 
Q Yes. 
What case can be made in your opinion for 


provincewide assessment of basic or primary industry? 
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- 4102 - 

Q (Cont.) Now, I am thinking here of the fact that 
the province is assessing, taxing pipe lines, 
electric power transmission lines and oil rigs 
and matters of that kind. What case can be made 
in your opinion for the province assessing and 
taxing, setting a mill rate on large basic industries? 

A Well, it is a completely different approach to the 
basic principles which we are following now, where 
the assessing authority is with the local government. 

Q@ Well, the province has entered the field, there is 
railroads and all -- 

A Well, purely, well, I would say in a minor statutory 
waye 

Q Well, they have established the principle though, 
haventt they? 

A Well, as far as railways and pipe lines are concerned, 
but, I think they are exceptions and definitely, but 
I think they are exceptions and definitely should be 
treated as exceptions. 

Q Well, these large industries, could they be considered 
as exceptions, that it is fortuitous in many ways 
that they located where they located so far as the 
particular municipality is concerned? 

A I dontt think they could be compared with the railway 
or the pipe line, because the idea wasn't to relieve 
the local authority from any assessment. It was 
to get a uniform application over a utility, a service 
which was provided province-wide. 

Q Well, that is exactly what I am leading up to; do 


you see any necessity for these basic or primary 
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J. A. MacDonald - Robison Ex. 

ne oa 

Q (Cont.) industries, and let's not get in to the 
definitions of them at the moment, any necessity 
for more uniformity to be established? For example, 
if one of these large plants was in Lethbridge, 
or in Medicine Hat or Calgary, or Drumheller, it 
is conceivable that the situation might be much 
different as to assessment, and these industries 
are necessary for the welfare of this province, I 
take it. Would you see it important for the 
province to enter that picture? 

A Well, it might be a solution, but it has so many 
ramifications that I would hate to make a statement 
as to whether it would be better or worse than the 
present system. 

Q Well, would you agree that more uniformity is 
desirable in the assessment of these large primary 
industrial plants? 

A I agree that the Act or the basis should be better 
defined. 

Have you any suggestions at that point? 

It is a very, very difficult thing to define, as we 
pointed out in Ontario. Just defining what is 

or is not to be assessed is a very difficult problem. 

Q Well, you will leave that one with the Commission, 
I guess. 

I want now to, I want now to get into 
the matter of utilities, and I refer you to 
Section 446 of the City Act under the heading, 
Assessment and Taxation of Public Utilities. Are 


you familiar with Section 446, Mr. MacDonald? 
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Je A. MacDonald - Robison Ex. 
med Se LAMA cme 

A Yes. 

Q It says, under subsection 1, "All public utilities 
owned by the city may be assessed as if owned and 
operated by private persons under a franchise from 
the city", it is permissive, may be. Have you at 
any time been called on to assess a public utility? 

A We have investigated the value of them for assessment 
purposes. 

Q I understand that the, that the valuation, an arbitrary 

valuation has been placed on the utilities of 

approximately ten and a half million dollars, is 
that correct? 

Yes, 1t is exactly ten -and a halt, 

ime basis of that, | say is arbitrary, am J] correct? 


Yes. 


Oo —- OH PC 


Have you any computation or a rough idea as to what 
a reasonable assessment might produce in the way of 
og a pce snen eee in the City of 
Edmonton? 

A Well, considering the physical plants in the four 
or five utilities that the city own, the assessment 


could very reasonably be more than double the 
AWE Bn te 








existing figure. 

Q Would you say that a figure of $25,000,000.00 total 
assessment would be an approximation that might be 
useful to work with? 

A I believe between twenty and twenty five million 
could be fully justified by a detailed consideration. 

Q Twenty to twenty five million. 


MR. BLACKS TOCK Would the fact that the power plant 
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Je A. MacDonald - Robison Ex. 


MR. 


> 


es, 
BLACKS TOCK ; (Cont.) yielded a profit of some 
two and a half million dollars in 1953 be a factor 
in arriving at the assessment? 

the 

No, I was discussing/physical plant. 
BLACKS TOCK 3 Quite true, but you indicated to me 
that a company that made a complete loss, but 
nevertheless, that was merely a factor to be taken 
into account, now, surely two and a half million 
dollars profit would be a factor to be taken into 
account? 
Well, actually it is a matter, in my eieehatanate a= 
a matter of bookkeeping, because its revenues are 
derived from the other two utilities, and an adjustment 
rate could eliminate that profit right there. I 
think any profitableness of the utilities must be 
considered as a whole rather than, certainly as far 
as the utilities other than the transportation system 
are concerned. 
ROBISON: Well, the section says that they are to be 
valued as a going concern, and I assume from 
Commissioner Blackstock*s question that that would, 
that profits would be very definitely taken into 
consideration as a going concern, that's what you 
had in mind? 
Well, I think if the power plant and the water 
purification plant were a private operation the, 
it would be doubtful if they would make a profit 
that they are making, because it is tied up with 
the rates which are being paid by the water system 


and the electric light. 
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- 4106 ~ 
MR. BLACKSTOCK: They would be under regulation. 
MR. ROBISON: Mr. MacDonald, would you care to 


express an opinion as to, and I know it is a policy, 
would you care to express an opinion as to whether 
the City might or might not adopt an assessment 
valuation approach to the valuation of these utili- 
ties? 

A Well, if they could, the Act gives them the power 
to fix an assessment, gives the Council the power 
to fix an assessment where it feels it wishes it 
to be. From a dollars and cents angle it wouldn't 
make very much difference whether it was revenue 
due to taxes or revenue due to surplus in operations 
of the plant. 

Q Ha ve you any idea why, what the result would be if 
you applied a mill rate, the present mill rate to 
that assessment of say 20 million, and it is 53 
Mel Se Si sr torits 

A it would just about double their taxes. 

Q Just about double their taxes, so that that would 
take roughly half a million from the vrofits and 
put it under their taxes? 

A Yes. 

Q Do you feel that that would be good bookkeeping? 

A Well, the whole operation tends to reduce taxes 
whether you get it one way or the other. I think 
that some of the consideration has been that the 
surplus, if it were to go down drastically for 
any reason, the profits from the operation would 


merely be reducing the service. I don't think 
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Ie a 

A (Cont'd) they would want to operate at a deficit 
and have to pay taxes Pey/sane source. 

Q Well, we have got the problem too of the transpor- 
tation system, have you thought about that? 

A Well, of course, that is one of the iP eCcuLree ss 
because, while the transportation system has a very 
substantial capital investment, its operations are 
such that if normal taxes were charged, I dare say 
it would mean an increase in the rates of the fare 
of the transportation system. 

Q Well, from the point of view of policy would it not 
be advisable for the City to assess and tax these 
utilities on normal procedures and deal with the 
transportation system as a matte1 of public policy 
by way of bonuses or some other way? 

A Well, of course, a large part of the cost of the 
transportation system are power which is purchased 
from the Power Plant which produces the profit 
in part. 

Q Well, but still,you have to allocate the profits 
as between the various utility identities? 

A Well, I suggested that for consideration the over- 
all picture should be considered, and all the util- 
ities are intermingled to the extent that it would 
be difficult to take one separately without consid- 
ering them all. 

Q Well, would it be advisable to take all utilities, 
because they are so closely intermingled and make 
them for assessment purposes one unit and assess 


them, add it up and apply a mill rate to it? 
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&) 


- 4108 - 


Well, that is a matter of policy. 

Well, would you think that it had anything to re- 
commend it? 

IT don't really think it matters very much, because 
all of that, those costs, whether they are taxes 
or whether it is surplus are all shown in the mun- 
icipal budgets and have the result of reducing the 
charges against property. 

Well, the way it is set up now, I understand is 
that the utilities show large profits, and that's 
why I am asking you whether it is advisable as 

a matter of public policy to reduce the profits 

by the expedient of putting utilities on a proper 
assessment tax basis? 

Well, I have suggested from time to time that they 
be revised, and as a matter of fact there has been 
some revision over the years. The assessment was 
nine million dollars and it was increased in 1952, 
I believe, to ten million five hundred. 

Do you know of any other cities that adopt the 
practice of assessing their utilities on proper 
basis? 

I don't believe so, 1 think they altri xasiicores 
Fix a figure and fix a mill rate? 

Well, of course the mill rate is fixed by the general 
levy. 

They don't do it in Winnipeg? 

Well, they have a statutory amount which is applied, 
I believe. To tell you the truth, I am not 


familiar enough with that -- 
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5-D-28 
J. A. MacDonald - Robison Ex. 
- Davies Ex. 
Gy as 
Q You will know more about that in the next month 
or So won't you, Mr. MacDonald? 


Does anybody else want to ask 


anything on that? 
| MR. DAVIES QUESTIONS THE WITNESS: 


Q Yes, I would like to ask Mr. MacDonald this, the 
question of whether or not the utilities in Edmonton 
Should be, should have more taxation on them is 
related also, Mr. MacDonald, is it not, to whether 
or not the large profits that they have result from 
the rates being too high? 


A That could be considered. 


© 


Do you know, for example, that in 1953 in Edmonton 
that the total of the items of the franchise, in 
the 5% net revenue tax, and the actual profit that 
was transferred to the City was two million and 

55 thousand dollars, did you know that? 

A Yes. 

Q Well, let us assume that for the purpose of argu- 
ment that we did assess, that we put the City util- 
ities or the tax roll of 20 million, the tax rate 
was 50 mills, that would give the City a million 
dollars, wouldn't it? 

A thaw s*correct. 

Q And in 1953 the City got 2 million and 55 thousand 

from franchise, 5% tax and the transfer of profits 

into general revenue, so it looks as if in the year 

1953 that the City in effect actually got by way 


of revenue from utilities the equivalent of 100 
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5-D=29 
J. A. MacDonald - Davies Ex. 
- 4110 - 

Q (Cont'd) mills, doesrit it? If my statement, if 
assessing them at 20 million dollars would bring 
in a million dollars, and we will forget about the 
3 mills, just to make a rough oo Ware ey ope Kol igure 5) 
fact, the City did in 153 get two million and 55 
thousand dollars in the way of 5% tax on revenue 
and the franchise tax and the transfer of general 
profits, it looks as if in the year 1953 the City 
in effect did get the equivalent of 100 mills’ 

A That's right, they did, although the 5% franchise 
tax I think should be paid regardless of whether 
it is a public or private utility, it appears to 
be a fairly established charge against a utility. 

Q Would you tell me, Mr. MacDonald where you get 
the idea that a 5% tax was a fairly well established 
charge against a public utiltiy? 

A Well, the only other utility in the City pays 5% 

Q Well, did you know, you are talking about the Gas 
Company franchise. Did you know that there is no 
5% Gas franchise tax in Calgary? 

A Yes. 


Q So Edmonton -- 


MR. BLACKSTOCK: Or in any other city in the Province. 
Q MR. DAVIES: Did you know that there is none in 
Lethbridge? 


A Well, lJ believe any franchise is probably designed 
for local conditions, and apparently that was part 
of the negotiations here. 

Q Now, just a minute, I think you are under the im- 


pression in the answer you gave me that the question 
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5-D-30 
J. A. MacDonald - Davies Ex. 


- 4lll - 
(Cont'd) of levying a 5% franchise tax was a matter 
of common practice, weren't you? 
Well, it is as common as it could be in Edmonton. 
Well, is it common practice if Edmonton is the only 
city that has it, does that make it common practice? 
Well, 1 believe normally a franchise, I don't know 
about a Gas franchise, but normally a franchise pays 
something to the city which has a franchise there. 
I am afraid 1 have to differ with you there, because 
on this ground that in respect to public utilities, 
that as we all know, that a franchise tax doesn't 
come out of the corporation or the one that pays it 
at all, it comes out of the consumers in the area, 
doesn't it? 
Yes, that's right. 
Because it is added on to the rate, so that the 
franchise tax is ncthing more than an extra levy 
on the utility users in the area where it is levied, 
is that. right? 
Yes. 
Now, let's suppose that the Edmonton Electric 
Light and Power Department is making about 50%, 
let's’ suppose it is, that that's what its profit 
is, and if you examine it, I don't think you would 
find that I was very far out. If the electric users 
in the Edmonton area are going to be levied at 50% 
to be logical, why not the Gas franchise tax be 
raised to 50% instead of 5, what would be your 
comment on that? 
well, I don't know that it is 50%. 


Nhio, I am asking you to just assume, let's assume 
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5-D-31 
J. A. MacDonald - Davies Ex. 
mi pple 

Q (Cont'd) that the Electric Light and Power Depart- 
ment in effect by reason of the policies pursued 
is actually producing around a 50% profit, we will 
just assume that; if that is so, why should the 
users of gas get off with only a 57, is there any 
good reason? 

A Well, the franchise is negotiated, the Gas franchise 
is being reviewed now, and apparently it can be 
nothing else but agreement between the two parties. 

Q I don't think you quite understood me on that score. 
I am referring, I am not referring to what the con- 
tract provides, I am saying as a matter of principle, 
if the users of electricity in the Edmonton area, 
and the water users in the Edmonton area, and the 
telephone users in the Edmonton area, ifthey cane 
all going to be paying in effect a very substantial 
tax by reason of excess rates, to be logical, sus 
there any reason why the gas users should get out 
CL at? I am not advocating it, mark you, I am 
asking you as a matter of Brguci ples 


A Well, I imagine the users of gas are pretty well 





the same people who use the electricty and the 
other city utilities, so in the final analyses 
it would make very little difference. 

Q So on grounds of logic they should be brought nto 
this undercurrent also, shouldn't they? 

A Well, I suppose if the City could negotiate it 
they would be very hanpy. 

Q Now, to come back to this other figure, to come 


back to this other figure on the utilities then, 
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5-D-32 
J. A. MacDonald - Davies Ex. 


& 


et ae 

(Cont'd) it doesn't look as if the City would have 
more revenue as a result of, say assessing utilities 
at 20 million dollars and letting it go at that, 
because certainly compared with 1953 it looks as if 
they would have about half the revenue, doesn't it, 
if they let the revenue stand on the basis of an 
assessment such as Mr. Robison says? 

And adjusted: their rates accordingly, you mean? 

Yes. 

Well, of course, if they reduce their rates they 
wouldn't have as much revenue, no matter whether 
itewae in taxes or surplus. 

Would you be surprised to know that in the year Ae Ste 
taking the evidence of Commissioner Hodgson, he con- 
firms this figure, that the utilities in Edmonton, 
the five utilities also took out of the consumers 

an amount equal to around twelve mills in revenue 
and put it on capital expenditure? 


Yes, I knew that that had happened. 


? 
Would you agree with me then that, 1 have got 

these items totalled up, and they come to about 

27 mills, that whenever a city reaches the stage 
where it is in effect taking out of its utility 
users around 27 mills in taxation, that is measured 
in terms of the current tax rate, would you agree 
with me that whenever it reaches that stage, that 
it is correct to say that the system of utilities 
in effect in that area is a vast scheme of taxation 
of the people? 


Well, any capital expenditures made out of revenue 
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5-D-33 
J. A. MacDonald - Davies Ex. 


- 4114 - 


A (Cont'd) are improving the plant and facilities 
which are an asset of the people in the city. 

Q That's quite true, but if the policy is pursued 
of charging vast amounts of money for capital 
expenditures against current revenue, does it not 
make that much larger a scheme of taxation in the 
area? 

A Well, it is charges for what are considered to be 
essential services. 

Q I don't think you are quite answering my question, 
1 am not quarreling with you at all that those 
expenses are necessary. What I am saying is on 
this question of principle, that it must be obvious 
that when vast sums of money are charged up against 
current revenue in an area that they have the effect 
of taxing the people, the users of that particular 
period for something that is going to last over a 
lene period of time. That's right, isn't it? 

A That's correct, yes. 

Q well, I come back to this basic question now, as 
a matter of principle would you agree with me that 
whenever the utilities in an area such as Edmonton, 
if they have reached the stage that their revenues 
are such that they are taking in profits or towards 
capital expenditures out of revenue an amount equal 
to around 26 or 27 mills that it is a vast scheme 
of taxation? 

A Well, 10 is developing a very, very satisfactory 
utility from the city's point of view, and there 


is no general objection to the rates as far as I 
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5-D-34 
J. A. MacDonald - Davies kx. 


ee oe 
A (Cont'd) know, as far as the rates being charged 
for the services, 
Q You still don't seem to have answered my question. 


Now, my question is a simple one. Would you agree 
that when utility operations reach that stage that 
they can be described as a vast system of taxation? 
A Well, I am not an authority on this by any means, 
but as a taxpayer in the City I personally would 
prefer to have them do it the way it has been done 


rather than the increase the debt of the utility. 


Q Well, now, when you say that you are only talking 
now about the capital expenditure, aren't you? 
A Well, you are asking about the capital expenditure 


out of current revenue. 

Q Well, I had the whole thing in there. I had the 
capital expenditure and 1 had the profits, and would 
you agree with me that once a utility, once the util- 
ities in an area are taking an amount of money out 
of the area equal to about 26 or 27 mills by way of 
taxation, that the question of the incidence of that 
taxation is a matter, may be a matter of considerable 
importance as to where that taxation falls? 

A Well 1, again as a taxpayer and as -- 

Q Well, I am not asking you as a taxpayer, I am asking 
you, I am not asking you how you feel about it as a 
home owner or as a person who lives here, because 
your income may be considerably above the average 
income in the City. What I am asking you is this 
question, do you agree that when utilities reach 


a stage that they are taking out of the people in 
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5-D-35 
J. A. MacDonald - Davies Ex. 
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- 4116 - 


(Cont'd) the area that amount of money or the 
equivalent of around 26 or 27 mills that it is 

very pertinent possibly to examine the incidence 
of that taxation scheme? 

Yes, it could be investigated to see whether there 
was any, if the distribution was inequitable on 
certain classes of people in the area, although Il 
think that utility charges are spread very widely 
over the population. 

Well, let's, you remember during the war years that 
the Dominion Government had a tax on utilities, 
don lt ivou? 

Lea, 

And you know it wasn't very popular, don't you? 
Yes. 

Do you remember that? 

Yes. 

And I think you would agree that on a system of 
taxation that generally a feeling that the taxing 
of necessaries, of things that are very essential 
is something that is a consideration in fixing the 
tax, whether you are taxing things that are necess- 
ary or whether you are taxing the things that are 
luxuries, is that right? 

les, 

Would you agree that when you are taxing utilities, 
the electricty, the gas, people can't keep their 
homes warm in winter without gas, they can't fry 
an egg in the morning, and if they are dependent 


on electricity, unless they have an electric stove; 
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A. MacDonald - Davies Ex. 


- hil7 - 


(Cont'd) they can't have a bath unless they have 
got some water, would you agree that on the whole 
these utilities, taxing through utilities, would 
you agree with me that it is taxing things that are 
necessaries in the ordinary lives of common people? 
Yes, it is a charge against the service they are 
getting, no doubt. 1 could say that the, it has 
been generally accepted that the charge, the munic- 
ival charge against real property is very, very sub- 
stantial. 1 think everybody admits that, although 
nobody does anything about it, that it is rather 
exorbitant to get up to the figure of ninety some 
percent of the revenue from realty taxes, and this 
appears to be a means of distributing some of the 
cost of the city operations to a different base, 

to spread it over the tenants, or occupants of 
either kind, I think that is rather desirable myself. 
Well, wouldn't you think that instead of taxing 
necessaries which was something we will admit are 
necessaries in the lives of people in the average 
homes that it would be much more preferable to have 
some other tax base in the city? 

Gio, thank thet 2S" = 

Have some other taxation field given to the cities? 


Yes, that is generally admitted. 


? 
Would you also agree that possibly this reaching out 
and taxing necessaries that enter the lives of so 
many people has largely come about in this area 


perhaps as a result of not having a sufficient tax 


base, not having anywhere else to reach? 
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A Well, it is definitely a revenue to the City from 
a source which is very wide spread over every type 
of occupancy,and certainly it appears to be a type 
of revenue which the citizens of the city as a whole 
are quite satisfied to pay. 

Q Frankly, do you think, Mr. MacDonald, that the 
average person in Edmonton knows how much money is 
being made at the Power House on electricity, frankly 
do you think so? 

A I think the average person looks at his utility bill 
and feels that compared with other places they are 
very well looked after as far as services are Con- 
cerned. 

Q Well, you don't quite answer my question to start with, 
4 said, do you think that the average citizen in Edmon- 
ton has any comprehension of the actual rate of profit 
down in the Power Plant in the electric light distribu- 
tion system? 

A Well, it is publicized each year when the estimates 
are prepared. 

Q Well, I am afraid I have to disagree with you there. 

I just read yesterday this report that is printed 
about two weeks before the elections, before nom- 
inations, you know the one that I refer to, Signed 

by the Commissioners, that is printed in the Edmonton 
Journal. 1 examined that revort very carefully and 

I couldn't find very much reference to profit. I 
found a lot of reference to how many connections 
there are and how busy the departments were, but 


I found no reference at all to percentages, none. 
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Q (Cont'd) I found very little reference to profits. 
I found no reference at all to values, how much 
money was charged into the rates to spend on capital 
expenditures. Now, I wouldn't say it was done de- 
Ziperavely, but 1 am just saying it isn't there. 
However, you don't agree with me that it would be 
far more deSirable,I take it, for the City instead 
of having to tax these necessaries to the extent 
that they do, to either have additional assistance 
from the central government or to have some other 
tax base that wouldn't fall so hard on necessaries, 
would you? 

A Of course, to get the volume of money that the City 
needs it would be pretty hard to define it, to estab- 
lish a tax which would bring in the revenue and be 
as widespread as a tax on utilities. 

Q Well, of course, can't you get this down to the point, 
that the nice thing about getting this money out of 
the utilities is that you send the bills out ewery 
month and if the people don't pay they can't fry 
their eggs and they can't wash their necks, you cut 
the services off, you haven't got any kind of tax, 
you haven't any such force as that on your land 


tax, have you? 


A No, we can be pretty drastic, but not quite that 
bad. 
Q Certainly the taxation from utilities is a beautiful 


tax from the point of view of the City Treasurer, 
dan't it? 


A 1 think it is just about ideal. 
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Q There isn't any doubt about that? 
THE CHAIRMAN : Ideal he says. 
MR. DAVIES: Yes, I wouldn't disagree with you 


there, Mr. MacDonald. 


MR. ROBISON : Well, we all want clean necks. 
THE CHATRMAN: I think the reporter would like -- 
MR. DAVIES: I think I have explored all lI 


wish to on the question of utilities. 
MR. ROBISON: Well, I am coming back to it after 
the recess, after some refreshment I will come back 


RO ere 


THE CHAIRMAN : Well, recess until 11:07. 


(At this point the Commission 
adjourned until 11:07 and 
reconvened. ) 
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5-B-1 
Mr. J. A, MacDonald - Robison Ex. 


se a aro 


J. A. MACDONALD, ESQ. , having been recalled on his 
former oath, examined by Mr. Robison, testified 


as follows: 


MR. ROBISON : Are we ready? 
THE CHALRMAN: Ready. 
Q MR. ROBISON : Mr. MacDonald, to pursue the subject 


that Commissioner Davies was interested in prior to 
the recess, 1 would like to ask you this question; 

do you understand or not that there are two schools 
of thought in municipal government, in municipal 
practice, with respect to utilities providing revenue, 
surplus revenue; one school of thought believes in 
service at, cost, and the other uses utilities to 


provide revenue? 


A tes sir, J realize that. 

Q And would you agree -- you are Ly ete 

A Yes. 

Q Would you agree that some municipalities, including 
the City of Edmonton, as a matter of policy have 
used the utilities as an extension of their tax 
base? 

A Yes. 

Q And do I understand that you agree with that policy? 

A Well, as the assessor and tax collector, anything 


that relieves the direct charge on real property 

in a fairly satisfactory way and one that is generally 
accepted is desirable. As an example, the City a 

few years ago investigated the application of a 

poll tax,which they have the right to do under the 


Act. Now, that is designed to supplement city 
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Mr. J. A. MacDonald - Robison Ex. 


© 


- 4122 - 


(Cont'd) revenue by making a charge against all 
employed persons throughout the city. Upon inves- 
tigating it, we found that the administration of 
it was very, very difficult; it was extremely un- 
popular; and the revenue related to the! cost of 
collection was not sufficient to justify, well, 
certainly I recommended that they not consider it. 
I think the City also has the right of an occupancy 
tax, a tenant tax on occupancy of premises other 
than owners. It seems to me that both of these 
taxes are designed to be charged against the very 
people who pay utility bills. 

But you get the people who do not pay the property 
Lak! 

Who do not necessarily pay it, some do, of course, 
but it spreads out very widely and applies to them. 
Now, supposing, supposing that the City treated 
their utilities in exactly the same way that they 
treat the Gas Company, they levy a franchise tax 
and also assess the utilities on the basis we were 
speaking of previously: is it possible that we 
could get, that this Commission could get some 
idea of what the gross revenue might be? I refer 
to the revenue from the assessment, say 20 million 
at 50 mills, say a million dollars, a franchise 
tax on the utilities, what would that amount to? 
It is reported in the Financial Statements for 
153. 

Just a rough idea? 


Do you have that? 
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5-B-3 
Mr. J. A. MacDonald ~ Robison Ex. 


i Ae We eae 


(Document handed to the witness by Mr. Garside.) 

MR. DAVIES: While Mr. MacDonald is looking 
that up I would like to ask Commissioner Robison 
in a good natured sense if he is going back to 
Calgary to advocate that a 5% franchise tax should 

contract 
be introduced in the gas franchise/of Calgary? 

MR. ROBISON: Well, my reply is that I would 
be happy to debate the subject with Commissioner 
Davies at the appropriate time. 

A The 5% on utilities in 1953 amounted to $814,237.00; 
the surplus was $691,260.00. 

Q MR. ROBISON: well now, I gather from your two 
answers that your tax on the basis of a full assess- 
ment would be approximately a million and the other 
would be about $815,000.00? 

A Yes. The utilities, of course, have in this state- 
ment paid taxes on over 10 million which amounts 
to about {500,000.00, changing it to 20 million 
would merely reduce this profit figure from 
691,000.00 down to $191,000.00 with the other 
$500,000.00 going into the tax. 

Q That's right, that's right. Well then, it would 
be necessary to set up reserves in view of capital 
expansion, prudential reserves, wouldn't it? 

A Well -- 

Q You would have to base your rates on your assessment, 
on your franchise eee necessity for reserves, 
am Lecorrect,: 

A Thetis we Ore Clits 


Q Now, on that basis would you care to make any estimate 
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5-B-4 
Mr. J. A. MacDonald - Robison Ex. 


= hizck - 


Q (Cont'd) as to whether, adopting those three matters, 
make any estimate as to whether our utility rates 
would be higher or lower than they are at the present 
Gime * 

A Well, having a -- of course, I think these public 
Herbity prolite are merely what was transferred to 
City operations, there would be some reserves prob- 
ably somewhere, probably some. 

Q Well, setting up proper reserves, and admit that, 
and these other two items; would you think that the 
utility rates in this City would be higher or lower 
than they are at the present Dime: 

A Well, these figures with the assessment which has 
been suggested do not leave much leeway as far as 
variation in revenue is concerned. 

Q MR. BLACKSTOCK: Except this one thing, that your 
25 million dollars has all been written off with 
the exception of a few trifling balances in one 
bond issue. 

A Yes, that is correct. 

Q Me. BLACKSTOCK: Correct: 

A Yes, that's right, they don't have the debenture 
charges. 

Q MR. BLACKSTOCK: And if you apply the 72% to your 
actual dollars invested it would change the picture 
guite considerably from what Commissioner Robison 
suggested, correct? 

A Yes, that is correct, sir. 

Q MR. KOBISON: But you have to value the utilities 


for assessment purposes as a going concern? 
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5-B-5 
Mr. J. A. MacDonald - Robison Lx. 


mies = 
A Yes, that is the basis. 
Q Yes, and you would set up your reserves having 


regard to the reasonable needs of all. the utilities, 


WOULOn UeeyOlke 


A You would have to, yes. 
Q Yes. Well then, how would that change your quantum? 
A Well, as I said, it does not appear to leave very 


much margin. 

Q No. 

C MR. BLACKSTOCK: Well, your 74% would include reserves. 
Your return on your dollars invested is designed to do 
two things: provide dividends for the common Stock, 
pay dividends on the preferred stock, pay interest 
on bonds; and provide reserves: so that you wouldn't 
get 74% and in addition be allowed to set up reserves, 


your rate of return would be inclusive of your re- 


serves? 
A Yes that's quite correct. 
MR. BLACKSTOCK: Of course, I agree that we are talk- 


ing about different things. 


MR. ROBISON: That's right. 

MR. BLACKSTOCK: Mr. Robison is speaking of assess- 
ment. 

MR. ROBISON: That Vern ent.. 

Mk. BLACKSTOCK: I am. speaking of -- 

MR. ROBISON: When it is under public regulation. 

MR. BLACKSTOCK: I am speaking of regulation. 

MR. ROBISON: And they are not under regulation, are 
they? 

Mk. DAVIbLS: Not yet. 


MR. ROBISON: They are still under the City Council 
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MR. ROBISON:(Cont'd) of this City. 


Q 


MR. KOBISON: Well now, it is most obvious that 
this is a most interesting subject and always leaves 
us with further questions, but we will drop them 
for the moment and you can go back to Winnipeg in 
peace and find out what their problems are. On 
the matter of fixed assessments, Mr. MacDonald, 
you are familiar with The Industries Assessment 
Act? 
Yes. 

and 
Would you think it advisable/in the public welfare 
so far-as this Province is concerned in these two 
large municipal areas to use that, vosuse thes prin- 
ciple of that Act more widely and frequently? 
Well, it is, it has not been used. 
No. Having regard to these large primary industries 
would you think it advisable and a necessity in ex- 
tending our industrial empire? 
Well, I think the need for the use of that Act should 
be very, very well proven before it is; I mean to 
adopt it generally, in other words it should apply 
to the very, very exceptional cases after definite 
proof of the need for it. 
Well then, is the only alternative, to go back to 
something we were talking about before is to have 
the Province enter the field of, more particularly 
of assessing some of these large enterprises? 
Well, I think you should go further on that and 
decide if they assess them who is going to tax 


them and where the revenues are going to g0- 
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Well, the thought that was exoressed here, prev- 
jously was that they would assess them and set the 
mill rate and divide the revenue. 
With who? 
The municipalities. 
All municipalities? 
Well, we have heard before, this Commission has 
heard, Mr. MacDonald, that where large primary 
industry as say, Canadian Chemicals comes into 
a municipality, the municipality of Strathcona, 
that that is a provincial matter, that all mun- 
icipalities should be interested; would you agree 
with that? 
Frovided the Province assumed the cost of the services 
to. that. industry. 
Well, admitting that the local municipality would 
have to be recognized as to those costs, but that 
Sooo == 
The surplus would be distributed? 


Yes? 


Tt would be very hard to define the costs. 


Well, wherever we move we seem to meet problems, 

don't we? Now, in the matter of exemptions. Oh, 

does any one else want to say anything more on that? 

In this matter of exemptions, I think, Mr. Moffat, 

you listed the lands exempted from taxation. Beare fey sua 
know whether we need to say much more about exemptions. 
I suppose you agree that the senior governments ought 
to recognize the needs of municipalities more than 
they do? 

I do. 
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Q And extend the definition of "commercial enter- 
prises" from where it presently lies? 

A I think they should pay taxes on all property. 

Q Now, I want to ask you this question -- no, lI 
have got two others first that interest us. The 
question is what are farm lands in rural areas and 
what are farm lands in cities; I want to get this 
on the record. 

A Well, farm lands in the City of Edmonton are de- 

fined in the Public Utility Board Order Number -- 

I have it, yes. 


I don't recall the number. 


foe) 


LW a 


i> 


That is correct, and that is the basis on which we 
consider and define farm lands for assessment purposes. 
a Yes. Now, there are problems, particularly south of 
Calgary where people are buying suburban acreage and 
building large expensive homes, and some of them may 
be held to be attempting to take advantage of these 
exemptions on farm buildings: so far as these large 
residences are concerned, would you think it advis- 
able for farm buildings to be assessed and taxed 
just like any other buildings, and provide a basic 
exemption? 
A Yes, I think that that is the answer to the problem 
of large developments on just sufficient land to 
qualify them for exemption. If farm buildings were, 
adequate farm buildings were designed or decided at 
&2,000.00 or $3,000.00 assessment, that that was 
sufficient for those, and that anything over and 


above that should be taxed, assessed and taxed in 
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mu bole Bee 
A (Cont'd) the normal way. 
Q You think that is a reasonable approach to the 


marginal problem that is faced with regard to some 
of these expensive buildings on small acreages? 

A Well, it is the only way to get to that type ona 
development, which is just through a technicality 


getting around the assessment, tax requirement. 


& 


And set up an exemption on farm buildings above 

which the tax would be paid? 

A Yes. 

Q Now, I did ask you yesterday as I remember it 
whether you agreed that a composite Assessment 
Act might be advisable, did I not? 

A Yes, and, of course, I believe I said that our 
Act, in the City Act we have most of the provisions 
of the Assessment Act with the two exceptions, one 
of them the 60% of value for assessment, and the 
other the valuation of industrial plants. 

Q Well, would you agree that the Assessment Act 
itself speaks more of equalization than, of nec- 
essity, than the City Act does, because, as you 
pointed out yesterday, the grants are not based 
on the assessment in the cities, they are based 
on a per capita basis? 

A Of course, the difference there is that the 
Manual of the Department is mandatory. 

Q Yes. Now, I wuld like to ask you this question 

and I think that this is the final question, l 

would think -- you are familiar with the Terms 

of Reference of this Commission? 


A Yes. 
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And you would agree that assessments and taxation 
are very important considerations so far as this 
Commission is concerned? 

1eSs 

Would you agree, Mr. MacDonald, that it might be 
advisable to recommend to the Provincial Govern- 
ment that so far as assessments are concerned that 
the Provincial Government set up a Commission to 
investigate assessments from the point of view of 
the location of industry, its importance, uniform- 
ity, and a lot of the matters we have discussed 

in the last two days? 

I feel that if the Act were clarified, if the def- 
inition of what is assessable were clarified, with 
the exceptions which might have to be made with 
regard to very large industries in peculiar econ- 
omic circumstances; I believe that would go a long 
way to giving the answer to the assessment problem. 
Well, would you agree that if we make any recommen- 
dations with regard to assessments in the Calgary 
and Edmonton areas that it might have repercussions 
on all the other municipalities in the Province? 

It could, it would depend on how far afield the 
investigation went. 

And that in that event, and having regard to the 
fact that there has been some evidence at other 
areas, urban areas, are using practices that don't 
lend themselves to a cooperative spirit, possibly 
in attracting industry, would it be advisable for 
us to recommend that this whole assessment picture 


in the Province of Alberta be investigated, instead 
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=) ke wie 


Q (Cont'd) of making an ad hoc settlement of two areas, 
the result of which might be to affect all other 
municipalities, might it not be advisable to recommend 
a thorough investigation of the whole field? 

A Provided the Terms of Reference were close, very, very 
close to the subject. 

Q That's right. 

A So that if they investigated the actual wording of 
the Act and the actual authority to set standards 
why, I think it would be very constructive. 

8) Well, you think it would be constructive as long 
as the Terms of Reference were carefully defined? 

A Yes. 

Q Thank you, Mr. MacDonald. That is all, Mr, Chairman. 

THE CHALRMAN: Thank you. 


MR. DaVIES EXAMINES THE WITNESS: 


Q 


ur, MacDonald, you made a statement yesterday, 
roughly speaking it was as follows: 
"Tl think there is a better basis for paying 
municipal assistant grants than on assess- 
ment." 
I wonder if you would elaborate on that statement. 
I am talking about the grants, of course, from the 
Province now. 
Well, with the lack of uniformity in the basis of 
assessment throughout the Province, and with the 
irregular periods which are followed in various 
locations for re-assessment of property, it becomes 
necessary to equalize assessments if assessments are 


going to be used as the basis of distribution. The 
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ba Noh ee 

A (Cont'd) knowledge in the municipality that the 
assessment is the basis of the distribution, and 
the fact that someone has to take the responsibility 
for equalizing assessments, tends to create a sit- 
uation which can be manipulated and can create pec- 
uliar circumstances within various municipalities. 
Whereas the basis which has been established for 
cities, on a population basis, seems to be fair and 
I think is generally admitted that vopulation makes 
costs, and the greater population, naturally, the 
more justification for aid in that way. 

Q What you are really getting down Doms erOUr Ly 
speaking, the municipal assistance system in Ontario 
where they start out, and whether it is a township 
or a village or a town or a city, Cisteuhiere sare 
certain basic grants from the Provincial Government, 
and then there are additional grants according Lo 
what the population of the area is, and a scale so 
that as the population of the municipal area is 
more, the grants are increased; is that what you 
are getting at? 

A Yes, that's right. 

Q And you think that is a more equitable basis of 
allotting municipal assistance from the Provincial 
Government than as at present? 

A Well, with the direction as far as the assessment, 
the basis of the assessment throughout the Province 
is concerned, if that can be administered satisfac- 
torily and assessment can be put on the same basis 
jn all the municipalities throughout the Province, 


well, possibly the assessment would be a fair base, 
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a aa. 

A (Cont'd) but that I don't believe has occurred 
yet, and it is a pretty major operation to get 
that done. 

Q In other words, as far as assessment is concerned, 
your frank opinion is that if everybody gets to 
know that assessment is the basis of grants, that 
it might have a tendency in certain areas to keep 
the assessment down as a matter of policy? 

A Well, to keep it up, I think. 

Q fe that rignt! 

A If assessment is the basis of the grant the ten- 
dency would be to make it as high as possible, 

I would think. 

Q Well, I was thinking, Mr. MacDonald, more in terms 
of the equalization of assessment where it is the 
lower the assessment the more the grant? 

A Yes, that of course follows, but there are too 
many unknown quantities in it to use it as the 
only base of the distribution of grants. 

Q Another question, this Commission has been trying 
to ascertain what the taxation picture is on real 
property in the Edmonton area compared with other 
cities, that is are taxes high here, are taxes 
low, are taxes medium, how do we know when taxes 
are high, how do we know whether or not sufficient 
real property tax is being levied; now, these are 
some of the questions that have been concerning 
some of us. Are you in a position to express 
any opinion from your experience, say in terms of 
Edmonton, Calgary, vaskatoon, Regina and Winnipeg, 


to measure the relative tax loads on real property 
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- 4134 - 


(Cont.) in those, in these areas and give us some 
indication about how on a given property our tax 
load in Edmonton might compare with some of these 
other cities, are we higher, are we lower, are 

we about the same? 

I have some figures in the office which I could 

file on the Cities of Calgary, Saskatoon, Winnipeg, 
Regina and here, which were compiled by the Assessor 
in Regina. It may be that they will be of some help 
to you. The difficulty of comparing property taxes 
is that you must really have, you must really analyse 
the overall costs. Some cities have other forms of 
revenue such as we have actually in our utility 
surpluses which tend to reduce or vary the amount 

of the tax against property, and also they have 
other sources of revenue from the property which 
tend to reduce the percentage of the overall charges 
which are against real property. As an example, 

in our discussions at a conference I attended last 
fall in the United States, the suggestion that we 
here collected so much taxes from our, on our 
assessment was questioned until we found that in 

the cities which the assessors that I was speaking 
to came from, they found that their taxes, their 
property taxes,only represented about 60% of their 
charges, of their total taxes, they had a sales tax, 
they had a distribution from the State, and various 
other forms of revenue, all of which reduced the 
incidenceof the property tax down to a figure which 


made them think that ours was very, very much out 
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ees 
(Cont'd) of line. 
Well, would you care to elaborate a bit on the 
question, if you can, on the question of what would 
Edmonton's position real property tax-wise, so to 
speak, be compared to hegina, Saskatoon, or Calgary? 
f think we are very much in line, we are slightly 
higher I think. 
Than where, than Calgary? 
Than Calgary or Saskatoon. 
We are slightly higher on real property tax? 
Yes, slightly higher. 
And are you combining the business tax in that 
picture and thinking of a business tax or just 
real property tax? 
No, just the property tax, on residential property 
actually, that is all we have investigated. 
Oh, so that you would say that on residential 
property even with our 50% levy only on improve- 
ments that we are higher here? 
We are Wicher than Saskatoon and Regina as I recall, 
the picture in Calgary 4s rather obscure, pretty 
hard to tell; and in Winnipeg they are higher | 
than here. 
And is there any particular reason why they are 
higher in Winnipeg? 
Well, it 1s in 2 city, they have quite a high assess- 
ment base, a lower mill rate, and a high assessment 
base does tend to high property taxes; and their 
cost of services in the city are somewhat more than 


they are here. 
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ae ak ee 

Q You are talking now about -- 

A Improvements. 

Q You are talking now about local improvements? 

A Local improvements, yes; and, of course, quite a 
oroportion of local improvements, improvements, 
are charged to the city at large. 

Q Let us supvose the boundaries were extended in 


Edmonton or Calgary and certain industries were 
taken in, there is a lot of evidence before this 
Commission that many of these industries don't 
need the city from the point of view of services, 
for example (a) they have their own fire protection, 
(b) they have their own police protection, (c) some 
of them have their own water supply, even to the 
extent of manufacturing their own drinking water: 
now, of course these auxiliary services that these 
industries have at their own expense supplied have 
naturally been supplied at considerable cost to 
that industry. Now, would you agree that if there 
were any boundary extensions, that these industries 
that dontt need the city and have their own services 
of that kind, that there should be a differential 
established tax-wise? 

A Well, I think regardless of what they say about 
not needing city services, they do have those 
services if they actually, actually they have them 
now to a great extent; the roads in the developed 
areas where their employees are, and all the other 
factors. As far as the utilities themselves are 
concerned, if the city supplied water and sewer 


facilities to these industries they would have been 
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5-B5-17 
Mr. J. A. MacDonald — Davies Ex. 


meh f= 


A (Cont'd) saved a substantial capital expenditure 
which the industry would have had to pay and which, 
of course, they pay through a private construction 
rather than through the city constructing that for 
Them. AS tar as service is concerned, of course, 
they would pay probably less service, less for 
water in the city than they do outside, and they 
do use city water, at least some of them do. 

Q Well, let us take for instance the Canadian InduSse 
tries' Explosive Plant in Calgary, just to get out 
of the Edmonton area for a moment; we are told 
that if that area were taken within the boundaries 
of the City of Calgary it is not going to make 
any difference to the operation of their plant in 
anything they will want from the City,.that it 
won't make any difference at all in their operation, 
that they have everything that they need. Assuming 
that you have an industry such as that, do you think 
that should make any difference on their tax levy 
Ire auhes Uity: 

A No, 1 don't. There are numbers of properties within 
the City that receive very little,if any, service 
from the City and yet they don't receive any consid- 
eration. It depends on whether your tax base is 
ability to pay, as it is supposed to be, or whether 
it is services received. 

Q Well, let us suppose you went out to assess one of 
these plants and you found that they had spent 
several hundred thousand dollars in establishing 


their own water plant through a system of wells, 
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5-B-18 


Mr. J. 4. MacDonald - Davies Ex. 
mee hate te 
Q (Cont'd) and you went out there and found that 


they had spent several Chioveand dollars: in their 
own septic tank system, and they intend to revain 
that system; am I correct in assuming that in 
arriving at a valuation of the plant for assess- 
ment purposes that you would put a value on their 
septic tank system and on their sewer system and 
on their wells and that that would be a factor in 
making your, their assessment higher? 

A No, we would assess the cost of city Service to 
that plant, the construction cost of water and 
sewer facilities, unless their facilities were 
better than they would get from city service, 
then we would assess that -- for instance, if they 
needed a much higher pressure on the water system 
for some particular process, why, the excess over 
and above normal city facilities would be all that 
we would charge. As a very simple example, where 
a house is constructed in a suburban location 
within the citv and they go to great expense to 
dig wells, to put in a softening plant and put 
in a septic tank, we merely charge our standard 
cost of city service to that lot. We don't go 
santo the additional excess cost which the people 
went to to provide their own facilities. 

Q In other words, those cost factors te the individual 
are added to the cost of his building and so on 
in‘determining his assessment? 

A That is correct, yes, in a house, taking a simple 


example, we charge a water and sewer service from 
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5-B-19 
Mr. J. A. MacDonald - Davies Ex. 
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wet Nee Ae 


(Cont'd) the lot line into the property. 

Even though he is not taking it? 

But if he has, if he has sewer and water, ieee 

has provided a septic tank and his wells, they would 

costa very, very substantially more than the city 

service would cost. 

MR. ROBISON: Give us a practical example using 

some figures, hr. MacDonald, of what you are saying? 

Well, a man might spend a thousand dollars or prob- 

AC -yacOyLO Ser, C0 pl500.00 digging a well and putting 

in a septic tank. Our basic service for sewer and 

water in the construction of a house is, maybe, 

250.00; so that that would be all we would include 

in the value of his property. 

MR. ROBISON: Would you add that to the land? 

No, it would be part of the cost of construction, 

part of the improvements on that and. 

Mk. RObDISON: Added to the improvements? 

In the improvements, yes. 

MR. ROBISON: And the same reasoning would apoly 

to these large plants? 

Yes, provided that we would assess the excess fac- 

slities over and above what the city would provide; 
for instance 

and, actually,/in a refinery, most of theinstacilities 

are excess, in other words if they can fasten on to 

city water they still would have a very substantial 

expenditure in providing water facilities required 

for the plant. 

DAVIES: Go back to the example of the house 


and you said you would add on &250.00, does that 
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5-B-20 
Mr. J. A. MacDonald - Davies Ex. 


Poe 


Q (Cont'd) mean, is that adjusted down, for example, 
to 50% of the value of the improvements, does that 
mean that the actual assessment itself is Oe ee 
more, theoretically than you have attached, that 
takes care of the conversion factors and everything 
else? 

A No, our basic charge for water and sewer services 
to a building, to a house, is 4250.00 at our basic 
level, it would be nearly double that in actual 
cost today. But, you see, we have the peculiar 
circumstance, for instance, a man has a large lot 
and he has to vut in three or four times as much 
lead from the sewer and for the water as hewould 
on a smaller lot; we feel that the provision of 
that service to the basement of that building is 
a standard price, we don't penalize a man because 
he happens to locateon a lot where he has a long 
lead. 

Q Does that mean that you are going to collect 250.00 
from him over a period of years? 

A No, no, that is in the value of the property for 
assessment purposes. 

Q Well, what does it actually get translated down to 
in what a man is going to pay a mill rate on, what 
difference does it make then?” 

A Well, it would be 50% of that amount, he would pay 
a mill rate on; but I gave that as an example. He 
might expend $1500.00 to provide his own facilities, 
whereas if he had been in a location where he could 


get city facilities it would only cost him 4500.00 
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5-5-21 


Mr. 


J. A. MacDonald - Davies Ex. 
= hopeaon EX. 
- Davies Ex. 
Ge Sie 
(Cont'd) and we only assess on the ¢500.00 present 
Cost, we don't, let us say, penalize him for the 
additional cost he has had to provide services which 


Wevcomerder normal for Duildings. in the city. 


COMMISSIONER ROBISON EXAMINES Thh WITNioo: 


Q 


Q 


eee) 


go) 


MR. 


In other words, you take the #500.CO basic cost 
for those utilities, take it back to your base 
year, roughly $250.00, and add it to your other 
costs of the house as you have worked it out, and 
appiy 53 mills against $250.00, that would be it? 
tes, that 16 correct. 

In other words, 53 mills on $250.00 on a house, 
whatever that works out to, $7.00 or $8.00? 

No, our assessment is 50% on that figure. 

fie wouldbe So mrlis erainst #1252007? 

Against $125.00, that's right. 

in other words, three or four dollars? 

In valuing our houses, of course, sewer and water 
facilities are a part of our overall structural 
value of our various buildings. 

Quite, quite. 

And we have a typical building, and we don't vary 
that overall cost because they have had additional 


costs providing their own sewer and water facilities. 


DAVIES EXAMINES THE w LTNESS: 


I want to come back for a moment to the business of 
the small agricultural parcels; apparently if a 
pareel is under eight acres you are assessing the 


improvements, all improvements on it? 
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5-B-22 
Mr. J. A. MacDonald - Davies Ex. 


~ hiL2 = 
A Well, the Public Utility Board Order quotes twenty 
acres, I believe, as being farm land, and then any- 
thing under that that is used for or where the occu- 


pant usually makes his living through the produce of 


the soil. 
Q Well, that is from eight to twenty? 
A From eight to twenty, yes. 
Q Over twenty acres the situation is that tf TO LS 


used for farming purposes there is no levy on improve- 
ments? 

A iat 6 .rient. 

Q And then from eight to twenty acres, from eight to 
twenty acres it is not in quite the same position, 
is it? 

MR. ROBISON: There 15 still no levy on improve- 
ments from eight to twenty acres. 

A If the land is, if the occupant of the land is 
using it as, to get his livelihood. 

Q MR. DAVIES: It is quoted here "Farming purposes 
by an owner or tenant who derives his livelihood 
mainly from the actual cultivation of the land --", 
so that vresumably if a man is in the classification 
of eight to twenty acres and he Voea ur Larmor aol 
a hog rancher or a poultry raiser you are taxing 
the buildings then, are you? 

A That's correct. 

Terra trienu? 
MR. HOBISON: I thought under the Assessment Act 
that fur farmers and what else was it -- 

MR. DAVIES: Beekeepers. 


Q MR. ROBISON: Yes, beekeepers, were given special 
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5-5=-23 
Me. og, Ac MacDonald - Davies Ex. 


- 413 - 
Q (Cont'd) consideration as farmers? 
A Well, that is in the Assessment Act, it does nov 


apply in the City Act or in vite wrder. 

Q DAVIES: Yes, I am just going by the terms 
of this Order, it says "Any parcel of land within 
the City of Edmonton containing at least eight 
acres --", now just break that off and go down to 
number (1) "Shall be assessed exclusive of the value 
of any buildings or improvements erected thereon if 
(1) such parcel or parcels are twenty acres or more 
in extent and are used for farming purposes.". Now, 
that is clear, if it is over twenty acres and used 
for farming purposes and it doesn't say whether it 
is fur farming or poultry farming or what kind of 
farming, if it is over twenty acres and it 29 Waed 
for farming then the buildings are exempt. Now, 
let's go down to number (2) "If such parcel or 
parcels of land are less than twenty acres --" and 
now I pause here to point out, however, that it 
would have to be over eight acres under the second 
line at the top, "-- but are used for farming 
purposes by an owner or tenant who derives his 
livelihood mainly from the actual cultivation 
of such land --". Now then, a hog farmer or a 
poultry farmer or a fur farmer owning between 
eight and twenty acres, he wouldn't be deriving 
his livelihood mainly "From the actual cultivation 
of such land", and, therefore, presumably under 
this Order you would have to levy against all 


his improvements in the class that follows between 
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5-B-2h, 


Mr. J. A. MacDonald - Davies Lx. 
- Aidkk - 


Q (Cont'd) eight and twenty acres, is that right? 


A Yes, we would assess that now; there are very, 
very few, we have no beekeepers, there are very, 
very few fur farmers, but they are assessed. 

Q Yes, and on the other hand if a man were a market 
gardener between eight and twenty acres, presum- 
ably he would be getting his livelihood "Mainly 


from the actual cultivation of such land"? 


A That is correct. 

Q And, therefore, he would be exempt? 

A Tha bus srlent. 

Q Or a horticulturist, a man growing flowers and roots 
of different kinds? 

A Well, we have two situationslike that where, one of 
them is under eight acres, of course, and is not 
within this classification; the other has extensive 
greenhouses and he is assessed. 

Q Between eight and twenty acres? 

A Yes. 

Q On the ground that he is"commercial", it is a business, 
I suppose? 

A Well, I guess it is because the soil is not on the 
ground, it is in pots in the greenhouses. 

Q Well then, there was some suggestion made to us, 

I am not sure whether, at the moment, Mr. MacDonald, 
whether it was here or in Calgary, that possibly 
this eight acres should be lowered a DG. ao OU 
know if it was here, Mr. Moffat? 

MR. MOFFAT: No, it was not here, 1 am pretty 


sure it was not here. 
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5-B-25 

Mr. J. A. MacDonald - Davies Ex. 
Mr. Brownlee quotes from 

The Excise Tax Act. 


- 4145 - 

Q MR. DAVIES: Have you anything, any comment 
to make on that? 

A No. Actually at the present time in the Cityoolt 
Edmonton there are only, I believe, at the last 
count there was about eight or ten properties 
which qualified under this at all and no areas 
below eight acres were used for the livelihood of 
the occupant as far as cultivating the Ssonigis 
concerned; so that while it might be necessary to 
define it a little more specifically for its use 
outside the present City limits, this covers our 
operations within the City. 

Q Mr. MacDonald, 1 am going to break off there but 
I wonder if you would let us have that memorandum 
you spoke about, about the comparison between the 
different cities? 

A Yes, I will get that. 

MR. ROBISON: Mr. Brownlee, you had a comment 
to make on the industrial assessment? 

MR. BROWNLEL: Ree ssi, 

Mr. Chairman, in the light of 
the discussion which has taken place about the 
advisability of giving an exemption to manufactur- 
ing machinery and equipment, I thought it might 
be of interest to the Commission by way of analogy 
to point to the fact that under the Excise Tax 
Act of the Federal Government there 1S an exemp- 
tion from sales tax on goods such as machinery, 
apparatus and equipment used in the process of 


manufacturing other goods. I thought, without 
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Mr. Brownlee auotes from 

The Excise Tax Act. 

Mr. J. A. MacDonald - Blackstock Ex. 
eRe 


(Cont'd) burdening you with a reference to the word- 
ing of the legislation, it just might be of interest. 

MR. KOBISON: Could you give us the citation for 
the record? 

MR. BROWNLEL: The Act is The Excise Tax Act, 
Chapter 100 of the Revised Statutes of Canada, 
1952; and the imposition of the sales tax and the 
reference to exemptions is contained in section 30. 

I wonder, Mr. Chairman, if 1 might 

ask Mr. MacDonald one question. 

THE CHAIRMAN : Yes. 

MR. BROWNLEE: Unless he is going to be back 
this afternoon? 

THE CHALRMAN : I beg your pardon? 

Mk. BROWNLEL: Unless he were going to be back this 
afternoon. 

THE CHAIRMAN : Yes, I will ask. Did I understand 


you are finished? 


MR. DAVIES: Yes. 

THE CHAIRMAN : And, Mr. Hayes, did you have some 
“questions? 

MR. HAYES: Tee. 

THE CHAIRMAN : Then, Mr. MacDonald, you will be 


back this afternoon? 

Mk. BROWNLEL: I would prefer to wait then, sir. 

A I am having some figures typed out with regard to 
the change to 100% of value for assessment on im- 
provements, they will be ready this afternoon. 

Mk. BLACKSTOCK EXAMINES THE \ITNESS: 

Q Mr. MacDonald, assuming that the boundaries are 


extended and that those industries are brought into 
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(Cont'd) the City; will you consider it fair to 
impose upon them any part of the debenture debt, 

the existing debenture debt of the City” 

Well, I feel that capital expenditures made for 

the improvement of the City, no matter what type 

of improvement, are assets of the citizens, of the 
property holders in that City, and if the boundaries 
are expanded then the people who are property owners 
outside become entitled to their interest in those 
assets and 1 should think they should assume some 
responsibility for the outstanding debt for those 
assets. 

Now, you say "some responsibility", do you mean 

100% or 50% or --? 

Well, it would not be 100% because quite a substan- 
tial portion of it has been already paid off so that 
I think that they would be acquiring more assets 
than they would be acouiring liabilities. 

Are you aware that under The Public Utilities Act 

if property is being annexed to the City, that the 
Board has power to provide in its Order that the 
property being annexed shall not be subject to 
existing debenture debt? 

Yes. 

You are aware of that? 

I knew that. That was one of the provisions in 

the annexation of this area known as Terrace Heights. 
Is. thaterecently: 

Yes, it was annexed on January lst, 1954. 


Yes. 
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Adjournment. 


ey ey ogee 

A It creates a very, a serious administrative problem, 
having various rates, particularly if various areas 
are brought in at different times, but I suppose 
that can always be coped with. 

Q I mean there is statutory recongition of the principle 
that it may not be fair to impose existing debenture 
debt on a newly acquired area? 

A Well, I personally think that -- 

Q Well, you would like to see the statute amended, 
would you? 

A Possibly. 

THE CHAIRMAN: Mr. MacDonald, it has been assumed 
that it will be possible for you to return this 
afternoon, is that true? 

A Yes. 

THE CHAIRMAN : At 3:00, then, and you will bear 
that in mind? 

A Yes. 

THE CHAIRMAN : And the adjournment now is until 
3:00 o'clock this afternoon. 

Mh. MOFFAT: I wonder, as to the balance of 
the time after the adjournment, later on, would 
it still be planned, would the plan be that the 
time for adjournment be 4:15 or are we going to 
extend them? 

THE CHAIRMAN : We had not considered that, Mr. 
Moffat. Do you think that there is sufficient 
reason for continuing past 4:15? 

MR. MOFFAT: Well, I was just asking the question 


because we had to make arrangements to consult with 
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Mk. MOFFAT:(Cont'd) some of the City officials in 
preparing some of the material and we would know 
whether we could do that after 4:15. 

THK CHAIRMAN: Yes, well, in the light of the 
responsibility to the Reporters I think we will 
say that the adjournment will be at the usual time. 

MR. MOFFAT: Yes. 

THE CHALRMAN : We adjourn now until 3:00. 


(Atithis-coint, 11220010 tclock 
noon, the Commission stood 
adjourned for the noon reres* 
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5-K-1 
J. A. MacDonald - Moffat ex. 
Seperate ees 


PROCEEDINGS AT 3:00 P.M. 
MR. MOFFAT? Mr. Chairman, before we continue with the 


questioning there is an exhibit now ready tn be filed, 
this one which shows the effect of the distributien of 
taxes on the assumption that imprsvements are assessed 
at 100%. I think we should give it a number and then 
Mr. MacDonald has a few comments in connectisn with it. 

THE CHAIRMAN: Exhibit number 192E. 

WANALYSIS OF 1954 ASSESSMENT ROLL 
WITH ALL BUILDINGS AT 100% VALUE" 
IS ENTERED AND MARKED EXHIBIT 192E, 

THE CHAIRMAN: Who has the copies, Mr. MacDonald? 

MR. MOFFAT: Mr. MacDenald has the capies. I might say 
that is based on Exhibit 28 which is the ene shewing 
the distribution of assessment between residential and 
cemmercial and so on. It gives the same informatien as 
it would stand if the improvements were assessed 100% 
rather than 60 for commercial and 50 fer residential. 

THE CHAIRMAN: All right, thank you, Mr, Moffat. 

Q MR. MOFFAT: Mr. MacDonald, are there any particular 
comments you wish to make with respect to this exhibit? 

A Merely that a change to 100% of value, assessed value 
fer buildings would, as indicated by this exhibit, raise 
the taxes or the proportion of the taxes which are paid 
by residences, single family residences 11% with a 
corresponding reduction in commercial properties, and 
one point that might be emphasized'is that vacant land 
with this increase in improvements assessment weuld, the 
taxes on vacant land would be reduced 39%. 

Q If I might draw attention to just two figures te illustrate 


that, Exhibit 28 shows that out of every hundred dellars 
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a) hCGcnES) of taxes, $42.56 or 42.66% would be on 
residential, whereas on this new table on the new basis 
out of every hundred dollars of tax it would be 47 .31 
on residential, which is an increase of 11% on the 
amount chargeable against residential. 

MR. ROBISON: Well now, do I understand then, Mr. MacDonald, 
that if there is an imbalance in the City now, as we have 
heard, of forty-four fifty-six, this would further increase 
veers 

A Yes, it would. 

MR. ROBISON: This would bring it down closer to forty? 

A> Shea, auieG 13 -Correct. 

MR. ROBISON: In other words, you would have a rough, well, 
you would have about forty residential and about sixty 
commer cial-industrial? 

A Noy the reverse, 

MR. ROBISON: I mean the reverse. 

A Yes, you would have sixty residential and forty commercial. 

MR. ROBISON: From the point of view of equity would you say 
that this would be an unwise step? 

A Well, it certainly would be a drastic redistribution of 
the tax burden against single family residences particularly. 

MR. ROBISON: Therefore, no matter what you think about the 
theory of the 100%, the practical consideration is that it 
might be unwise? 

A Well, it’s actually, the problem is changing from what 
is already in operation, and a similar result was, not 
to as great an extent, but enough to be noticeable was 
apparent when they were all changed to 50%. 


MR. ROBISON: I must say that I am more impressed with this 
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ey inky em 

MR. ROBISON: (Cont.) exhibit than I was with the exhibit 
tendered in Calgary which tended to set out the situation 
there on selected properties. 

MR. DAVIES: I wonder if we shouldn't show Mr. MacDonald a 
copy of that exhibit and let him make his comments on it, 
because, as I understand, the contributing factor in nay 
exhibit, Mr. Robison, is that the land values are so high 
that the gap is practically closed on some properties and 
the buildings show in several cases even lower than the 
land value as a result of the high land assessment in 
Calgary that has been introduced, that there is an im- 
balance on that assessment on that Table as between land 
and improvements, and that's what has done it. 

MR. ROBISON: Well, I may say that I have the advantage OL 
a private discussion with the assessment department there 
over its compilation of this Table, and what they fear 
as far as they have gone is that the taxes on medium and 
working class property, residential, would be increased 
and more expensive property, a large department store, 
for example, would be decreased. Their opinion was that 
it would be unwise, just as you Saye 

A Yes, that is borne out by this tabulation. 

MR. ROBISON: That is borne out by your tabulation. I think 
that is the significant thing, Commissioner Davies, that 
there is a shifting of the burden. 

A And I might point out that this 11% increase is an average, 
and as Mr. Robison has pointed out, the more expensive 
land and building wouldn’t increase as much as cheap land 
because the relationship of land to buildings is greater 


in the cheaper type of property, the spread between the land 
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MR o 
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~ 4153 - 
(Cont.) and building is greater. 
ROBISON? sThis further distorts another situation that 
arises where you have vacant land and it's in the public 
welfare that the land be brought into production. It’s 
not advisable, is it, to keep that land on the Lowest 
tax basis? 
Well, it should be on a fairly even basis. 
HOBSONS salnes,’ gorieht., 


With improved property. 


DOCTOR HARRIES: Mr, Chairman, may I just ask whether that's 


a typographical error, the improvements assessed 50%? 

It is merely copied. If you will notice, it has 100% 
building. -The single family residences are now assessed 
at 50%, and included in there are the ones that were 50% 


previously. 


DOCTOR. HARRIES: Your Exhibit 192 doesn't assess improvements 


MR. 


A 
MR. 


at 50%, it assesses them at 100%. 

MOFFAT: The weaning is that thats the type of buildings 
which are now assessed at 50%, being brought up, at the 

top of Exhibit shows on 100% basis, but this is the type 

of buildings which are now assessed at 50%, in that category. 
ROBISON: That is just a modifying adjectival statement so 
far as single family residences are concerned? 

inak’s correct, that's to identify it. 


ROBISON: JI am satisfied with this statement, Mr. MacDoneld. 


DOCTOR HARRIES: May 1 ask one question, sir? Does Mr. 


MacDonald have any indication of whether the difference 
which he has shown against single family residences would 
be significantly different if instead of increasing all im- 


provements 100%, he simply increased the residential to 60? 
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A As I stated, the redistribution would be in the same range, 
but a smaller amount. 

DOCTOR HARRIES: Do you have any indication how much smaller, 
sree 

A Well, it would mean that the improvements assessment on 
single family residences would be raised 20% and all the 
others would remain the same. We would have to calculate 
it actually to give you the exact figure, but it 1s some~ 
thing less than an increase of 11%. I would roughly say 
it would be about 8. 

MR. DAVIES: I would like to read Section 464, subsection 1 
of The City Charter to you again: 

"Por the better determining of the value of a building 
or other improvements for assessment purposes it is 
hereby declared that the cost thereof is only one of 
the matters which shall be considered in this connection, 
podria ters Pound that the building or’ other improve- 
ment either because of its condition as to repair or of 
its inappropriatness to its location or because of any 
other circumstance affecting its value increases the 
value of the land by less than the cost of the building 
Ore one Cost G1 Teplacmne-it, such Less sum shall be 
the amount of the assessment of the building.” 

Now, I understand, sir, that you said this morning that 

it was under this Section of the Act which your assessors 
were able to give a pretty broad interpretation, and it 

was under that that you are able to take into consideration 
certain factors in connection with the assessment, for 
examole, of industrial properties as to obsolescence of 


different kinds and so on, is that correct? 
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That is the only section which deals with that type of 


consideration. 

DAVIES: And under that section you would be able to take 
into consideration some of the factors that are referred 
to in these two judgments, recent judgments of The Alberta 
Assessment Commission? 

Well, as far as functional obsolescence is concerned, that 
would be covered. I don?t actually understand what the 
allowance is for in that judgment. It isntt very well 
defined. It seems to indicate that a reduction is made, 
but the basis of reduction is a little, I find a little 
hard to understand. 

ROBISON: You are not suggesting that it is an expedient? 
Well, it doesn’t establish a principle or a basis for 
future assessments. 

DAVIES: What I was going to ask you was this: would you 
mind giving this Commission some illustrations as to what 
has taken place on certain assessments in assessment 
practices in Edmonton what you deemed that under this 
Section you have been able to do in order to vary an 
assessment, apart from just looking at the actual value of 
the premises? What ramifications, in other words, do 

city assessors in their actual practice today carry out, 
that they think that they are carrying out under this 
section? 

Well, we do have residences which are definitely poorly 
located to such an extent that the cost of the building 

is not evidence of its value, and Seay hese corresponding 
allowances from the value. As far as commercial buildings 
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DAVIES? Just a minute, before you leave that, would 

you just give a practical illustration. Are you talking 
about a $20,000.00 house, for example, that might be 
placed a way out by itself somewhere? 

That's right, there are very few of them, but the few 
that we do recognize this condition existing in, we have 
made an allowance for it. 

DAVIES: Are you suggesting that along that line that, 
for example, in the Calgary area where you have some very 
substantial suburban homes, I don’t know whether you are 
acquainted with them or not, in the southern end of 
Calgary outside the city limits, some very substantial 
suburban homes on acreage, that if the City of Edmonton 
were assessing those homes, that they would be making a 
deduction on those homes even though they were beautiful 
homes % 

No, that's not the type of thing that I am explaining. 
The location of those homes is desirable, it may be 
desirable to a fairly small proportion of the population, 
but it is a fairly desirable location. I am speaking 
about a definitely misplaced house where it's an expensive 
house, for instance, we have some near the packing plants 
where people constructed them because they happened to 
have a lot there and a very short time later because of 
the expensive type of building had to resell and there 
were indications that the value of twenty or twenty-five 
thousand dollars that was put into the building was not 
truly @ factor in) the value of the house. 

DAVIES: In other words, it would be like having a 


425,000.00 house somewhere up in the Arctic Circle, that 
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DAVIES: (Cont.) is, a $25,000.00 house in Edmonton 
is worth a lot more in Edmonton than up in the Arctic 
Circle or up somewhere in the Sand Hills? 

That's correct. 

DAVIES: Would you mind passing on to industry now. 
Well, in our investigations of commercial buildings through- 
out the City we haven*t been, discovered any that come in- 
to that category. All commercial buildings, there is such 
a demand for space of any kind and any building which is 
nov. Usable for the purpose for which it was built, is 
usable for some equally good purpose and is being used, 

so that that condition has not arisen in recent years. 

Certainly a very graphic example of that in past years 

was the Canadian Bedding Company out north of the, well, 
north of the Stadium, north of the Exhibition grounds. 

It was a monumental type of building built in an area 
where there was no one that had, I think it was built as a 
biscuit factory originally, and for years there was no 
use for the building. It was poorly located and over- 
built for its location. Therefore the value was very, 
very low. Now, during recent times because of the economic 
conditions, that building, while it isn*t being used, I 
don’t think even now to the fullest extent of the 
construction that has gone into it; it still is being used 
in a very economic manner. 
DAVIES: Let us suppose that the Canadian Bedding Company 
were only occupying two floors of the building, and let us 
suppose the building had’ four floors, but the nature of 
their operations were such that they were only using two 


floors. Am I correct in assuming that that wouldn't make 
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DAVIESe (Cont...) any difference in the assessment? 
If they couldn’t rent the balance of it or make any 
economic use of it, it would certainly have an affect 
on thesvalue of the building. 
ROBISON: I was just going to say, would you give them a 
non-use factor? 
Well, I wouldn't call it a non-use factor, it’s a type 
of obsolescence, the building is over constructed for 
its location. We have non-use factors in lumber yards 
where they have the thing full of lumber one time and 
empty another time, but that's their operation. 
DAVIES: Now, to go one step further, I would like you 
to discuss say the Canadian Chemical plant. You have had 
the benefit of reading the decision of the, the recent 
decision of the Alberta Assessment Commission on the 
assessment of that Canadian Chemical plant, and you know 
that they made certain allowances on that plant and 
reduced the assessment. 

Now, I would like you to discuss that, the reductions 
made in that assessment in terms of this section, assuming 
this is the only section you have to go on, which, I under- 
stand it is, to take some of these other factors into 
consideration that are given effect to in that judgment, 
on assessing property outside of the City of Edmonton? 

I would say that our principal consideration in the 

assessment of a plant such as that and an allowance under 

this section would be for the over construction, the part 

of the plant which they built in anticipation of future 

use. We would make an allowance on that type of construction. 


We wouldn't say that it had no value because it has some 
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(Cont.) futureuse, but you would have to discount that 
future use within the period of time when they anticipated 
not using it. 
ROBISON: You wouldn*t call it operational obsolescence? 
No, it wouldn't be obsolescence at all, it would be merely 
over construction. As an example, to take a specific case, 
the Hudsons Bay Company store here was built with found- 
ations for three storeys, and they only built two storeys. 

Now, we considered See used that additional 
foundation, it added some value to the land, to the 
property, but not the full value of the construction until 
they actually used it, so we through discussion with them 
arrived at a figure which they felt was reasonable, of 
50% of the value, or, of the cost, translated into assess- 
able value of the additional footings required for the 
third storey, was assessed, and the other 50% was allowed 
until such time as the third storey was built. 
DAVIES: I just want to ask you one more question, bdut 
it hasn't to do with this, and I am wondering if any of 
my colleagues want to follow up anything more on this 
section and on the degree of discretion the City has. 
ROBISON: As I was saying this morning, and I think Mr. 
MacDonald agreed with me, that that section leaves some- 
thing to be desired as to interpretation? 
Well, it is broad enough so that any taxpayer, any property 
owner could submit evidence to support a reduction in 
assessment for any reason which he felt came wthin the 
bounds of that section. 
DAVIES: That*’s what I am really trying to get at, and 
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MR. DAVIES: .(Cont.) Canadian Chemical plant came to you 
and produced financial statements to you Showing that 
over a period of five years that they weren't able to 
make any profit on this plant, and they ‘are actually 
operating it at a loss. Would you consider that a factor 
that you could take into consideration under that section? 

A Well, we would be forced to recognize, I think, on a 
long period like that, that there was some loss of value 
in the plant, particularly on the start of their operation 
would be indicative of a loss of value for assessment 
purposes. It wouldntt >be permanent, it would be fairly 
temporary. 

MR. DAVIES: Do you think that that section actually from 
the point of view of drafting is wide enough for you to 
give consideration to that factor? 

A Well, it says “or because of any other circumstances 
affecting its value”, 

MR. DAVIES: Those are the words you rely on? 

meeWell, Pitts pretty broad: 

MR. DAVIES? That*s very clear, thanks very much. There is 
only one other question I want to ask you. As an assessor 
and one who has been engaged in this for a long time, what 
would you say, Mr. MacDonald, is about the maximum amount 
that any business concern should be called upon to pay in 
terms of its total expenses towards municipal taxation, 

A I don't think that you could establish a figure which 
would apply generally. Every business depending on the 
nature of its business would vary. 

MR. DAVIES: Well, you know there are certain cost factors 
of doing business, and, of course, a leceuismese operators 


have these cost factors carefully analyzed, and we know 
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WR. DAVIES: (Cont...) that from one business to another 
that these cost factors vary, but would you say that any- 
time that municipal taxes got to the stage where they 
were, say, let*s say 5% of the total expense factor, that 
they were getting high? 

A I don*t believe you could reduce it to an average per- 
centage at all. If you are operating an office building, 
your taxes related to your gross might be 25%, that is, 
your gross revenue out of the building, and if you relate it 
to a manufacturing plant, your percentage of gross might 
be half of 1%. 

VR. DAVIES: Well, let's take a man in business in the CLty 

he pays a rent, we will take a man who just pays rent. 
Let us suppose his rent is a hundred dollars a month, that 
is $1200.00 a year, and your business tax is, is it -- 
10% on retail premises. 
e DAVIES: All right, that would be $120.00 a year? 


Yes. 


Ss. a 


» DAVIES: So that if you took the 5% figure there, he 
couldn*t have a very big gross income, could he? 
He wouldn't make a very big gross. That would mean he 
could have twenty times one hundred and twenty? 

A It depends on whether you are considering business tax 


and property tax? 


e 


DAVIES: fell, he wouldn't have any other tax? 


> 


No. 

MR. DAVIES: That is, it's a poor illustration to try to 
get at what I am trying to get at. I am thinking about 
somebody who has a plant, an owner who has a plant that 


he is operating. Let's take a manufacturing plant. 
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Je A. MacDonald - Moffat ex. 


MR. 


ae 


~ 4152 - 
DAVIES: (Cont. ) Whether we take Imperial Oil, take 
a refinery or take Canadian Chemicals, take any other 
manufacturing concern. I would think, I don't know, but 
I would think that in books on municipal finance and 
in business publications that through a course of time 
that economic consultants and those who are expert in 
these lines, that’ there are certain rules of the thumb 
where they know that if the local taxation is taking 
over a certain percentage of the total expense, that then 
the municipal taxes are high. 
That is quite correct. There are such figures for every 
type of industry. None of them have been submitted here, 
although some of the industries have presented information 
to you, but I don’t think that any of them have admitted 
that their company is capable or willing to pay a certain 
perceniacge of their pross product for realty tax, 
DAVIES: For example, we have evidence, I think that 
under the assessment of Imperial Oil, I believe it was, 
and I am only speaking from memory, that it is working out 
here their taxation in the M.D. of Strathcona was four 
cents a barrel. Is that right, Mr .! Cook? 
COOK Close. 
DAVIES: And down around Sarnia it got to around two 
cents, a little over two cents, and I am only speaking 
again from memory, but in the Montreal area in some 
refineries it is working out to less than a half cent 
a barrel. .Is that more or less right? 
COOK That was B.A., it was half a cent in Calgary at 
that time, but it isn’t now. 


DAVIES: Would you feel that under this section here, 
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MR e 


MR. 


MR. 


MR 


A 


= BAY - 
DAVIES: (Cont.) the all encompassing interpretation 
you give to those words that if it looked as if taxation 
here was badly out of line with someviere else arising out 
of the assessment, that you could take into consideration 
the fact that that might look like an excessive municipal 
tax burden on the industry . 
I don't think any consideration can be given to other 
municipal taxes in other places because the whole cir- 
cumstances would have to be analyzed to make any comparison. 
ROBISON: Mr. MacDonald, what about five thirteen your 
equalization section, if you start dealing with special 
industries. 
Well, no, I don*t suggest that you are dealing with 
special industries at all. 
ROBISON: But assume that you do on the basis that we are 
discussing, start giving some credit for some relationship 
in the operations between taxes and your gross. How are 
you going to establish equalization on that basis? 
The only thing that you could do is establish functional 
obsolescence where a plant wasn’t producing »decause of 
the fact that certain parts of its process was obsolete, 
it wasn’t producing what they would figure would be a 
normal amount to pay certain taxes, but I don’t think that 
unless that was demonstrated in a physcial structure, I 
don?t think it would be a consideration. 
ROBISON: As a matter of sales relationship you might have 
Cid TAO wa. Che a7 


It would be an unending consideration. 


THE CHAIRMAN: Mr. Hayes, were you going to ask any questions. 
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JeA. MacDonald - Hayes ex. 


stone 

MR. HAYES EXAMINES THE WITNESS: 

Q I was interested, you are going to file with us a return 
showing the increase in assessment or the increase in taxes. 
What I have in mind, I would like to get the period, how 
we arrived at a period that the taxpayer can pay no higher 
taxes. I am trying to get at that point, when you arrived 
at that point. You are going to file a return showing 
the increase in taxes under the old assessment, is that 
right? 

A I believe on particular properties? 

MR. ROBISON: Those selected properties. 

A Those selected properties, yes. 

Q MR. HAYES: That*’s fine. That*ts how we will get the 
actual increase. Now, under the old set-up, I mean, the 
City likely has their own reasons for not making an assess-~ 
ment over a long term of years. Did it have any bearing 
on the old supplementary revenue tax or social service 
tax? 

A Social service tax was before my time, I’m not very 
familiar with the ramifications of it. 

Q Well, they were land tax? 

A Yes, there was a charge made, it was eliminated a number 
of years ago except that, I believe the provincial govern- 
ment still pay a certain nominal sum in lieu of the service 
tax. 

Q In that there was some advantage of keeping the land tax 
or the land assessment low. 

A There may have been under the circumstances at that time. 
I don't believe it had any bearing onthe fact that land , 
that our assessments weren?t changed earlier. I don'*t 


think it had any effect. 
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JA. MacDonald - Hayes ex, 


SG 

Q Well, if it didn’t have any effect on Edmonton, it would 
be an isolated case because all the other municipalities 
leoked at it in that light, to keep it as low as possible, 
but in this new assessment, as it were, I presume when 
the new City Act came in and they said 50% of the value, 
I presume the government must have had in mind uniformity 
in the taxes then because of a previous percentage that 
you had here it was felt that you wanted to carry that 
in respect of what other cities, did you want it to con- 
tinue on in the process that you had previously continued 
Tipe Cuoblabet seis 

A Yes, principally because of the, we showed that it would 
work quite a hardship on residential properties, the 
change would. 

Q I wonder why the other cities didnt complain about it? 

A The other cities didn't have the differential. 

Q Galgary had a 5047 

A No, they were all 60%, or, pardon me, all 5%. 

Q yes? 

A They changed to all 60. Well, if you changed the whole 
(nines, avolseall wieght, buy in this case you were:just 
changing one part of the assessment from 50 to 450. 

Where the change is over all it doesn't have as serious 
an effect. 

Q Well, in other words, it might have been good, but it 
wasn't good enough? In other words, it might have 
been some advantage to have a uniformity of 60% right 
through, but that wasn't good enough for Edmonton? 

A Well, I believe the submission from Edmonton was that 


this had been in effect for some 20 years, I believe. 
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5-K-17 
JeA. MacDonald - Hayes ex. 


~4155 - 
(Cont.) It was well established, satisfactory to the 
tax payers of the City, and the City had been assured 
that it wasn't the intention to Stop special privileges 
which particular cities had when the City Act came into 
effect. There are other particular things which were 
specified in the Act allowing other cities to do certain 
things which they had done before, 
Well, I think the percentages are all right if you are 
én entity in yourself and had no relationship to other 
cities or other municipalities. It seems to me that 
when you are dealing with other municipalities, dealing 
with other cities, that the percentage should be the 
same. That's the way it strikes me, Well, you might 
have some special reasons, but I can’t see how Edmonton 
should be singled out and be on a different: percentage 
basis than Calgary or any other city? 
Well, it was only because that was established prior. co 
the City Act coming into effect and the citizens OL wor, 
the taxpayers of Edmonton wished it to continue. 
DAVIES: They singled themselves out in Edmonton on this 
5% gas franchise too. 
As a matter of fact, the Original -drart, as I believe I 
mentioned, of the City Act, brought the buildings up to 
100%, and we showed that ie We: to have a drastic 
effect on all the cities, and all the cities petitioned 
to have it reduced, and it was reduced to 40. 
MR. HAYES: In these Tables that you have is there any- 
thing to indicate here the percentage of the increase in 
the land assessment, is there anything in any of these 


tables submitted to us ? 
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MR. 


Sp 


THE 


a ee 


- 4157 - 
The increase over the years? 
Yes, the new assessment over the old one. 
Yes, there was a large tabulation of the assessments and 
tax rate and taxes ever since the beginning of the city 
operations, I believe, filed very early in the hearings. 
There are some here? 
MOFFAT s I think though, as I understand it, Mr, Hayes 
is asking the increase in the land assessment this year. 
No, no, the new assessment over the old assessment. 
MOFFAT: The Mew assessment thatis going in for *55, 
you mean? 
CHAIRMAN: He means *49 and *50, 
HAYES? rhatbis? meh. 
That*s all shown on the over all tabulation of information. 
MR. HAYES: And percentagewise over the improvements? 
Well, each item is shown and you could compare anything 
that you wished. 
And, I understand that the improvement assessment is 75% 
On) Che: Total ‘assessment or the ‘City? 
In 1954 it was -- I haven't worked it out on a percentage 
basis but it's approximately 25% for land and 75% for 


improvements. 


. Now, we were speaking about this per capita on municipal 


assistance. Do you feel that municipal assistance is 
something the City gets for its citizens or relief for its 
taxpayers? 

Well, actually all citizens are taxpayers. 

Now, in this case if 75% of your people are home owners, 

I have that figure somewhere, then 25% of the municipal 
assistance would be for a per capita other than home owners, 


is that right? 
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~ 4158 - 
Well, occupants of suites, people resident in the City 
must occupy some premises, and indirectly they are 
paying property tax. 
Oh, sure, but indirectly though? 
Some of them are paying a lot more than they would have 
if they were paying directly, these days. 
Well, it could be, but we often stated the proof of who 
pays the taxes is in tax recovery? 
Well, but certainly the tenant is paying quite a premium 
today for being independant of property ownership. 
For instance, basically though he is not responsible for 
taxes? 
No, but he would move if he has any place to move to. 
However, if 25% of the per capita grant or some three 
hundred thousand is given to you in municipal assistance, 
that is quite a contribution to the taxpayers? 
Well, it is a benefit to all the property. 
Do you feel that it should have any relationship to property, 
do you feel that municipal assistance has any relationship 
to property or should it just be for the citizens as a 
whole? 
Well, any assistance which relieves the City of expenditures 
tends to reduce the property tax burden. That's where 
the balance between income and outgo has to be made UDe 
In other words, it was to apply to assist the citizens or 
was it to apply to assist the taxpayers? 
Well, I believe the original definition or description of 
the purpose of the grant was to definitely reduce taxes. 
!s a matter of fact, it was based on a definite reduction 


in taxes. 
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= hEGO 


No particular kind of taxes, just taxes? 

No, property taxes. It was stated, as a matter of fact, 
it was called a tax reduction subsidy, and if the City 
didn't reduce the taxes by a certain proportion, they 
wouldn't qualify for the grant. 

Did you ever hear of it attempting to apply to helping 

a man to pay his school tax ? 

They are all in a lump sum as far as we are concerned. 
But the schools didn't get any credit for it? 

Well, of course, the schools ~- 

In other words, all the total cost that we have had here 
is total cost against the school, no consideration of any 
assistance that the government could give by way of 
municipal assistance, all credited to municipal ? 

Well, of course, any money the City gets tends to help 
the City to fill the school board requisition, 

Puts them in a better position to bay thee«school «tax? 
Well, for the municipal government to pay the school board 
for their requisition. 

Well now, in this eight acres, eight to twenty acres that 
you speak of, agricultural land in the City, Calgary has 
a maximum mill rate of 4O mills. What is your comment on 
that? 

Well, Edmonton had the same type of Public Utility Board 
Order creating an agricultural zone back in the BOs that 
they had in Calgary, and as Edmonton expanded, the 
justification for that agricultural zone with the lower 
mill rate was gradually eliminated, and in the, I cantt 
recall the exact year, I believe it was 1951 the City, 


I believe had to request that the order be extended any- 
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Jo A. MacDonald - Hayes ex. 


melo es 


(Cont.) way, and it was felt that the justification 

for the order in that form wasn't justified, and The 

Public Utility Board agreed, and the City felt, although 
they were going to eliminate the special consideration 

as far as mill rate on the outer zone was concerned, 

it felt that there was some justification to put the, for 
putting the agricultural areas on the same basis as 
surrounding municipalities with regard to the exemption 

of buildings, and the City requested the Board to pass 
Pieteordecs [hey did, erd 1b 1s still in efféct, 

What I was interested in more was the principle of whether 
there should be a set mill rate on agriculatural land 
within the City? 

Well, the feeling in the City and in the submission to the 
Utility Board was that all residents within the city limits 
were getting city services and there was no reason why 

they shouldn't pay the same mill rate as anybody else. 

Well now, Mr. MacDonald, something that hasn*t been touched 
on here just at the moment, but in the selling of City lots 
for the building of homes, any strings attached to these 
lots that there was a home to be built on them? 

Yes, the purchaser covenants =<: to build a building -- 

He gets lots, we will say, at a nominal price providing 

he builds a residence of a certain type? 

No, not any more. The did when the City had a large 

numser of lots available . In recent years, in the 

last three or four years the price has come up to our 
assessment and is now anywhere from 50 to 100 percent 


more than our assessment, the selling price of City land. 
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Q 


- 4171 - 

Now, of these, how many lots, I saw it somewhere. How 
many lots did we have, approximately how many not too 

far back, 1947, any idea? 

I haven't, I believe that was submitted to the Commission, 
but I haven?t got those figures, 
MOFFAT s I might just comment on that, Arrangements are 
being made for Mr. Reid the head of the land department 
to come over and answer a few questions and he will prob- 

ably be able to deal with that. 
I was wondering about how many houses were built on the 
number of lots that you sold? Well now, I am wondering 
maybe we can get it all out, there is another man coming 
here and I wondered if this particular Table about the 
liquor stores, because they are paying taxes, is tht 
because of the favorable returns from this particular 
type? Is that the reason why? Are we to assume that 
the other land non-revenue bearing property, in general 
is that the idea? 
I have no reason to believe that that was the case. 
The Government saw fit to decide to pay taxes on these 
particular properties, I don’t believe they explain in the 


Act why they were B0ing to pay it. 


MR. ROBISON: Mr, Hayes, may I clear up a point right there? 


VR. 


HAYES : es. 


MR. ROBISON: I don?t know whether I contributed to a mis- 


understanding yesterday or not, and I would like to clear 
it up, and it is right on that point, and I have got the 
statute in front of me now. It’s 1949 Chapter 30, 


The Crown Property Municipal Grants Act, and in Section 2 
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ROBISON: (Cont.) it states: 

"In this Act, unless the context otherwise requires, -- 

(a) "Crown commercial enterprise’ includes: 
(1) The Alberta Liquor Control Boards 
(2) Marketing Services Limited ", 

Now, did you say yesterday or did someone Say yesterday 
that there had been some ministerial order in addition 
under this Act °? 
No, I looked up my file and found that when we heard of 
the Act, before we actually had copies of it, we under- 
stood that they were going to pay on all Crown Corporations, 
and then we found that the corporations which they were 
going to pay on were defined. I didn*t recall whether it 
was in the Act or whether it was in a separate section. 
ROBISON: All that I have been able ta learn is that what- 
ever is covered in the Act is all that the government is 
presently paying on, and there are no orders by virtue or 
Uncere tiie Act, 
But it's definitely limited to those two. 
ROBISON: Yes, I didn’t know whether I had contributed to 
misunderstanding yesterday or not. If I did, 1 ami sorry. 
Now, we are clear that it is in the Act and you know of no 
orders? 
No, I thought that these specific companies were specified 
in an order along with the Act, but that is not the fact , 
ROBISON: I wanted to clear up two matters, Mr. MacDonald, 
very oriefly, and it is in connection with what Commissioner 
Hayes was talking about and I mentioned this morning, is 
this return that youfre going to make about some individual 


properties. 
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eG i ae 
Yes. 
ROBISON: I am referring you to the Toronto Municipal 
Board report somewhere along on page 17, something 
like thiss From 1941 to 1948 the average per capita 
assessment of the City and the twelve suburbs declined 
from $1194.00 to $1149.00, although the per capita 
assessment in the city proper showed a slight increase, 
but in the same period the value of the dollar declined 
more than 40%. 

What I am wondering, and it just occurred to me when 
Commissioner Hayes was talkings supposing that we took 
the per capita assessment of the City of Edmonton in 
735, *hO, *45, *50 and say last year and apply the 
Dominion Bureau of Statistics Tables against that, the 
constant dollar formula, would that give us anything 
valid in connection with this matter of the real increase 
or not of assessments and taxes? Undoubtedly you would 
have to apply the mill rate eventually. That wouldn't 
De Mich Of a yoo bordo “thats 
Well, it would be an interesting study. I think that 
it would give some indication of the level of values. 
ROBISON: Well, I am wondering, if you agree would it 
be too much trouble to take your assessment, say '35, 
and your population and then work out a per capita. It’s 
a simple arithmetical job, "0, *45, *50 and t54 and 
apply your Dominion Bureau of Statistics levels against 
that to give us the reference in terms of the constant 
dollar. Do you see what I am driving at. 

Yes. 
ROBISON: I think if you could do that, it would give 


the Commission something that may be of interest, and I 
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— Li 4% 
MR. ROBISON: (Cont.) propose to ask them in Calgary to 
do the same thing? 
A We could get that quite easily if you would just define 


the index that we are g0ing to use? 

MR. ROBISON: Well, 26 and 29 and 100. Would you have any 
idea of an index, Dr. Mayo, that might be used? 

DR. MAYO: I suppose the new one would be best. The 
trouble is that the cost of living index was changed, 
as you know? 

A You mean the cost of JaVving indesca~ 

DR. MAYO: whe Old “costor living index is now the new 
Consumer Price Index with a different base, and you would 
be going over to two periods. However, it has been re- 
calculated back, I believe, so that you could use the 
new one and project it back rather than the old one pro- 
jected forward. That is fairly simple. 

MR. ROBISON: Could you do it on that basis, Mr. MacDonald? 

A neo, 

MR. ROBISON: We would appreciate that. Now, I heard, and 
I don’t know how accurate it is, and you may be able to 


clear it up very simply, that there had been 130 buildings 


conditionally condemned, commercial buildings conditionally 


condemned by the fire department in this City. Do you 
know if that is so? 


A I have no knowledge of that at alls 


MR. ROBISON: You understand how that would affect the assess- 


ment? 

Hh | Yess: 10-could shave quite a serious effect on assessment, 
but I have no knowledge of it. 

MR. ROBISON: Well, then I dontt think the information is 


accurate and we will drop it right there, 
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VR. 


THE 


SLs < 
DAVIES: There is one other Table, and that is that 
Table, and I Just mentioned it so that it won'tt be for-~ 
gotten, and that is that Hib of a Study on the relative 
amount of taxes in different western cities? 
Yes, I tried to get that at noon and T couldn’t put my 
hands on it, but I know I have it on file and I will get 
oP 
DAVIES: Thank you, 
There was a request for a comparison of the percentage 
of total tax divided between the property tax and the 
business tax from the two cities. TI have just a penciled 
memo here which I could get typed and file, 
CHAIRMAN: You could read it and it would just go in the 
record. That would probably do just ag well. 
These are the 1953 figures taken from the financial state- 
ments of Edmonton and Calgary. 

In Edmonton the total property tax, that is municipal 
and school tax including local improvements was eleven 
million nine thousand five hundred and seventy twog the 
business tax was one million one hundred and seventy 
thousand one hundred and seventy, and the percentage 
ol total, well, I can give you the total, is twelve million 
one hundred and seventy nine thousand seven hundred and 
forty two. 

This means that the percentage of the total collected 
through the business tax is 9251%, and the property tax 
90.39%. 

In Calgary the property tax including local improvements 
was 8,113,377.00s the business tax was $823,939.00, giving 
@ total tax of $8,937,318.00. 


aad 13 3) ay “UW 
x « 
wwoitelat ers 
a. 
> 
1 SLT Sab 
$55 Li two Gi 

















a 7 oe oh oe 
HOt SEAN 7 
vad = 

[a ‘al fone : 

eublireored sig ‘to nostznqmas B47, seoue 8 pow aoe 
; . p< 
rt ast a | oF 

bos -xald voTeqe?s sits HOWTO A: ‘DebRVED x LsIog Te 


¢ 
ain 
i Sot) wl? 


‘poltonad g taut eved I 8 sate a ‘wt wie not pert ey, 
| =i) f 


Laat By ee 
brs. bedava 93 biade : ue Pies ed 


ae 

: 1. aha hee a 
ait ntog desl Divow If Sas 9s baba ibe Ed 
| atow Yea aoe 


ik «Sn 
r siete: hk 
= =. a = 


fiow es teu ob yraadony 

ag cA: ordeal 

5 a (#¢Foneat? Sof? mot? aefas aorutgl? er a 93s roe of bi 

Liar at i ey 

ip th See « Ytsyle 2 Sas aps nombe o eta 
: if Ay 

Tsviokaym ef sede .xee vtgeqoig uses ant ‘pecuegiea 


cw givanevorume Isool snbbukond -xBo, food ioe | he 7 





raveis S 
bi ‘5, ae 
towt vanstven be. bevthaal Lib On8 pene nea 
iw gw i, ™ i» 4 
a}; 
vaver bag beabagir Sao wer Une ea x x: ‘Sadat 
; : ’ 4 ve 
fasta gi? tas Noo aE ory ‘HOt abet it ate 
bet ue SIT a8 6 
a“ 
— 7 > 
YO if n 9 That re if cab BoC Oe 
Tt ke ke ee We Rae Oe or oe 7 ‘ = 
- 
y ; e Sys es 
uns beaciuid 15988 See iary | i" 7 S Soubaen 
3 Tao 4 


“s 
Sdremevo isis 


sae ivis (G0. 2i%) 2° 


- 


5-K~-27 
Je Ae MacDonald - Hayes ex, 


A 


MR. 


MR. 


MR ° 
i “IR ° 


Brownlee ex, 
Se eee 

(Cont.) The percentage here was, business tax 9.22% 
and property tax 90.78%, 
ROBISON: Not much difference, 
PVPcr ring CO analyze these figures it would appear that 
the proportion of businesses in Calgary, that is, busi- 
nesses subject to business tax would be greater than in 
Edmonton, and this offsets the differential between the 
20 and 50% of assessment on the property tax. It also 
offsets the rate difference which I gave before, The 
rate in Calgary is 8 percent and the average rate in 
Edmonton is over 11%, 
ROBISON: Could we have a copy of the business tax bylaw 
filed? It seems to me Mr. Davies asked about that vre-~ 
viously? 
I believe, I’m not sure, [ know it was discussed. 
McGRUTHER ¢ I think we have it, 
ROBISON: I think we have it, but I wasntt just SULe 
BROWNLEE: Mr, Chairman, I wonder if T might ask Mr, 


MacDonald one or two more questions? 


THE CHAIRMAN: Certainly. 


MR. 
Q 


BROWNLEE EXAMINES THE WITNESS ¢ 
Sir, oss morning you were discussing with the Commission 
the situation with respect to an industry which has installed 
its own water services, and the manner in which it would 
be assessed if it were within the City. 

Now, I would like to use a very hypothetical example, 
Let*s suppose that the industrial firm in question spent 
$100,000.00 on its water system. Now, let us Suppose that 


of that amount, $25,000.00 was expended to provide standards 


which it could get from the City, and then let us suppose 
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a etry noe 

Q (Cont.) that the balance of $75,000.00 was spent on 
installations such as a fire reservoir or something like 
that which was necessary to the industry, but which was 
not a standard which would be provided Ov phe ity, 
and taking that illustration, I would ask you whether 
that $75,000.00 of equipment would become part of the 
industry's assessment? 

A Yes, 

Q Now, I would ask you next, in your opinion would you say 
that the burden of commercial taxation such as retail 
stores is in fact borne indirectly by the consumers who 
purchase goods from that store, that is,passed on to the 
consumer? 

A Consumers pay all the taxes. 

Q Well, you will agree that, your answer is "yes" to 
that question is it? 

A LOG 

Q Pilela Wet. 

MR. ROBISON: Would that include professional people, lawyers, 
physicians, dentists, real estate men? 

A Well, somebody has got to pay the taxes and it is only 
the people that sell things or provide services that make 
money . 

Q MR. BROWNLEE: Well, going on that, Mr. MacDonald, to the 
extent that that is true, what difference does it make what 
your commercial -- residential split is on assessment? 

A I think from the City's point of view the average residential 
property doesn't pay the municipal cost, and any form of 
assessment which the City has which helps to pay the deficit 
on the residential property is desirable, and the more of 


it they have, the better off the municipality is. 
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If the residences as consumers are paying it, why do 

you have to be concerned about the split between the two? 
Of course, it isn't just automatic that dur a business 
concern just makes their mark-up to include taxes of any 
kind. Any market is competitive and taxes are one more 
cost of doing business and whether Uney use 800 20, on 
regardless of what it is, I dontt think that follows at 
all, 

I will put this further question to you on that points 
isn’t it true that to the extent that the commercial con- 
cern passes on the tax, isn’t it true that a resident 

of a rural area adjoining is called upon in that indirect 
way to pay part of the city’s tax burden? 

To the extent that they purchase in the city. 

All right, now, I think you mentioned that if the City 
utilities were assessed on a commercial basis, their assess- 
ment would amount to somewhere between twenty and twenty 
five million dollars, and I would ask you, wouldn't this 
noticeably improve the imbalance which is shown in the 
Clty a BxXniibit 2os 

You said “noticeably? 

Wouldn't that noticeably improve the imbalance that is 
shown by that exhibit? 

Actually, in, to take exact consideration, the civic 
utilities should be left out of the consideration, 

No, Sut you have included in there. Now, could you just 
give me an answer to that question. 

Well, it actually, I have explained it as far as the taxes 
Paige On Civic Utiliciss, it. ts merely a bookkeeping operation 


as far as the City is concerned, and it might re-~arrange 
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A (Cont. ) these figures Somewhat, but we know that it 
wouldn't have any actual e fect ONL at all, 

Q Well, I don*t know whether my question is clear, but 
if they were assessed on a commercial basis, producing 
an assessment of twenty to twenty five million, wouldntt 
that in fact improve the imbalance which you have shown 
there? Let us say it was done? 

A In my consideration of any figure such as this I would 
leave that amount out altogether and that would make 
the balance worse rather than improve it. 

Q Well -- 

MR. ROBISON: Mr. Brownlee is asking you, Mr. MacDonald, just 
for the sake of argument, if you include that figure of 
twenty to twenty five million, would the imbalance be 
improved as to commercial~industrial property, and I 
think the answer is Uyse" jo denit it? 

A if you considered thet the civic utilities are normally 


an assessable item, which they aren't, 


O 


MR. BROWNLEE: Thatts it, I am just assuming -- 


MR. BLACKSTOCK: Supposing it was a private utility? 


= 


If it was a private utility, yes, that is correct, 
Q MR. BROWNLEEs So your answer is "yes" to that. Do you 
know whether I am correct in my understanding that commercial 
land in the city has been selling recently at between 
thirty five hundred and forty five hundred dollars per 
acre? 
A Where? 
Q From the City? | 
A Oh, it would vary considerably depending on the location. 
Q Well, in your new industrial subdivision would that range 


of figures be approximately correct? 
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A I would have to know the specific location because it 
would vary. 

@ Doctor Harries refers to the new industrial area in 52 
Avenue and 99 Street, 

MR. ROBISON: Wait a minute, where is that? Is that this 
one out here out west, on the west side? 

MR. COOK: Fast of the highway. 

MR. ROBISON: You have got to remember some of Ue useteaons st 
place things when you say streets. We would like to know 
where you are talking about. 

THE CHAIRMAN: You could show him on the MAP o 

MR. ROBISON: Where is south from here? 

THE CHAIRMAN: 62 Avenue and 99 Street, he said? 

MR. BROWNLEE: Yes. 

MR. COOK: Where General Motors is. 

Q MR. BROWNLEE: Well, what was the selling price of that 
property, do you know? 

A Only in a general way I believe that you are approximately 
correct, 

Q What was it assessed at? 

A Last year or this year? 

Q This year? 

A I would have to look it up to make sure, but I know there 
were quite substantial changes made in assessments in 
that area, 

Q Could you get that information for me, sir? 

A Yes. I believe it to be very desirable to define the 
property exactly. 

Q Well, just in a general way? 


A Is that the Caine acreage? 
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Well, I am very sorry, I cantt describe it other than 
by reference to the district, and with reference to the 
fact that it’s where General Motors are located? 

Yes, that’s the old Caine acreage. 

ROBISON; Well, it's a question of fact what they paid 
for it. It's a question of record, isn't it? 

Yes. Actually the prices have varied over the years, 
over the two or three year period when it was first 
developed. 

BLACKSTOCK ¢ I suppose the land man is the man to give 
that information? 

He eould give that information. 

Well, that’s fine. I thought possibly he could tell us 
ina very general way, but if we can get it more specifically 
from someone else, that will be fine. 

The last thing I wanted to mention to you, sir, was 
Exhibit 192. You show that »by increasing the assessment 
on the single family residence item from 50 to 100, 
there is an increase of 11%. Now, we have worked out a 
calculation to the effect that to increase it from 50 
to 50 would bring an increase of 8.75%. 

I believe that was my estimate before, although I haven't 
calculated it. 

So that, isn't the important thing there increasing that 
from 50 to 60 rather than increasing everything to 100. 
Well, it*s 8% in one case and 3% in the other. 

ROBISON: Except you were asked to do it on the basis 

of 100% . 

Yes. 


MOFFAT: There is one question I wish to ask of Mr. 
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MR. MOFFAT: (Cont.) MacDonald. 


Q 


MR. MOFFAT EXAMINES THE WITNESS: 


Mr, MacDonald, there has been considerable discussion 
both today and earlier concerning arrangements in the 
Ontario Assessment Act for special treatment, shall we 
say, of improvements and machinery in respect to 
industrial plants, and I believe you have some comments 
with respect to a similar provision for special treat- 
ment in respect to residential property in some cases. 
Would you care to say a little bit on that subject? 
Yes, in considering the Ontario Act and the specific 
section which deals with the exemption of fixed machinery 
used for manufacturing purposes, I believe that the rest 
of the Act should be looked through because there are 
ether exemptions allowed which tend to spread the exemp- 
tion possibly over a larger proportion of the assessable 
property, and there is a section which I believe is widely 
used in Ontario municipalities, although it is at the 
discretion of the city, town or village, and which gives 
an exemption on dwelling houses assessed for not more than 
$h y000.00. 

it is section 34, paragraph 1, and these exemptions 
can be established by the assent of the electors qualified 
to vote and by the passing of a bylaw. This is a provision 
as far as municipal levy is concerned, it isn't effective 
for school purposes, but it provides for the partial assess- 
ment of buildings assessed for not more than Sh ,000.00 and 
on dwelling houses assessed at not more than $2,000.00 
will be assessed on not less than 50% of the assessed value; 


on dwelling houses assessed at not more than twenty five 
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MRe 


MR. 


MR. 
VR. 


Solely bee em 
(Cont.) hundred, on not less than 60%: on dwelling 
houses assessed on not more than $3,000.00, on not less 
than 70% of the assessed values on dwelling houses assessed 
on not more than thirty five hundred, not less than eighty 
percent of the assessed values: on dwelling houses assessed 
at not more than four thousand, on not less than 90% of 
the assessed value. 

Now, the application of such an Shiner sats materially 
reduce the assessment of dwellings. Fixing amounts like 
that, would, of course depend on the level of assessment, 
cut in my experience very substantial exemptions must be 
allowed on dwelling houses under this section; 

HAYES: Mr. MacDonald, I wonder, if this return that 

you are going to bring us, I wonder if we couldn?t go down 
the street right to 10lst, that old second hand/riale on 
that corner, I wonder if you would include that on your 
list. I don't know what the location of it is, right down 
this street there is an old ouilding there that hasn?t 
varied in the last 40 years, 

Well, it would have a lot less value now then it had 40 
years ago. 

HAYES Would you include that in Vour Liste 

168. 

HAYES g There is a set-up that has not been changed. 
ROBISON: We started off our examination yesterday by an 
agreement that assessment was not an exact science, and 

I think as we conclude, you would still agree, wouldn?t you? 
I believe you said that it required a lot of judgment. 
ROBISON: A lot of judgment. 

HAYES: Particular good judgment. 

CHAIRMAN: Now, Mr. MacDonald, you have been asked to furnish 
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THE CHAIRMAN: (Cont.) two, three or four memoranda of 
additional information, but I judge from the fact that 
questions have practically disappeared now that these 
gentlemen have satisfied their curiosity so far as your 
information is concerned. 

Then, in a special way I would like to thank you fer 
the information which you have given us. I would like 
personally to express considerable regret that you are 
leaving these parts, although I know that you are going 
to a larger field of operation and probably an opportun- 
ity where your abilities will redound to the welfare of 
the citizenry of Winnipeg as I think they have dene in 
this City. Personally, as I say, if I had been running 
the affairs of the City of Edmonton, I would have given 
the Winnipeg people a run for their money before this 
divorcement had taken place. However, that is settled 
now, and all I can say is that on behalf of the Commission 
that we are grateful for the information you have given 
us, and we wish you the very greatest success in your 
new job. 

A I appreciate that very much, Mr. Chairman. 

THE CHAIRMAN: Now, I understand that Mr. Moffat has deen 
trying for days to get this exhibit entered and now he is 
to have the opportunity. He refuses tobring it again. 

MR. MOFFAT: It is too heavy to carry around. 

THE CHAIRMAN: That will be Exhibit 193E. Will you identify it? 

MR. MOFFAT: It is the exhibit which I presented some time 
ago and was asked to hold. 

THE CHAIRMAN: Yes. 

CAPITAL ESTIMATES OF THE CITY OF 


EDMONTON ARE ENTERED AND MARKED 
EXHIBIT 193E. 
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MOFFAT: It is the Capital Estimates of the City of 
Edmonton as they have now been approved by Council. 
At the time I presented them before they had not yet 
been approved. Now this is the complete document 
after approval. 
CHAIRMAN: Yes, we refused to look at it until they had. 
DAVIES: Actually there is one change, there is a 
fifty thousand rest room in the west end and the mis-~ 
cellaneous item is down by fifty thousand. 
MOFFAT: That*s all, that's the only change. 
CHAIRMAN: We couldn't foreeast that because we had before 
us what had happened to the estimates in Calgary the 
night befere, and I thought the same thing might happen 
here. 
HARRIES: Sir, in connection with Commissioner Robison'ts 
question as to the buildings which had been conditionally 
condemned, about a year ago now there was a rather serious 
fire in a building on the east end of Jasper, about Jasper 
and 98 Street. JI remember it because one of the chaps 
who was in the building had the name of A.T. Harries. 

Following that fire there was e report made to City 
Council by the Fire Chief indicating that there were a 
number of buildings, I wouldn't be sure of the aerber 
which did not meet specifications with regard to doors 
opening outward and with regard to electrical wiring, and 
it was stated publicly at that time that there were 
quite a number of buildings in this category and that the 
city would not permit them to make alterations or changes, 


and I’m not sure, but I think those are the buildings 
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DR. HARRIES: (Cont.) that the Commissioner refers to, 
and I know that the City would have a report on that 
which could be made available and might explain the 
problem that you raised, sir? 

MR. ROBISON: That's probably the source of it, because I | 
heard that there were a large number of buildings affected. 
Some of the items you mention would not affect an assess- 
ment particularly, but some might affect the assessment 
very materially, and if there are a large number of 
buildings it would have a serious effect. 

THE CHAIRMAN: Mr. Garside, have you any recollection of any 
compilation of that sort? 

MR. GARSIDE: I think we could get something of that kind . 

MR. ROBISON: I will speak to Mr. Garside privately about 
that. 

THE CHAIRMAN: Very well. 

A TI didn't intend to mislead you in my statement, I didn*tt 
realize that this had been some time ago, I thought it was 
of some more recent occurrence. 

MR. ROBISON: A couple or three years ago, within the last two 
or three years? ’ 

A It seems to me I recall this particular building. Of 
course, we inspect the buildings very carefully and we 
probably recognize conditions before the Fire Marshall 
does. 

THE CHAIRMAN: Well, until tomorrow morning at 9245. 

(At this point the Commission 


stood adjourned until 9:45 aem., 
Wednesday, February 23,4.D.1955.) 
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